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As you know, load building is a 
“mass production” proposition. Securing 
greater kilowatt hour consumption from 
every prospect and maximum consumption 
from large prospects, is the way Silex helps 
you connect more load every month. 
This eight-unit Terrace model, pictured be- 
low, is constructed with four combination 
high-low and four low heat elements—1000 
watts for brewing, 85 watts for storage. 





Each installation brings you $100 EAR 
based on 3c current, with an extremely high 
load factor. Whether you merchandise or no’ 
Silex is prepared to help you through it 
national sales organization. Simply write and 
ask about the assistance Silex is offering. 


Silex uses Pyrex brand glass exclusively. 


The Silex Co., Dept. 17, Hartford, Conn 
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NEW WAY TO REDUCE 
TRUCK TIRE COSTS— 


How much would you save 
you cut your tire bill 10%? 


In many cases the Goodrich 
nan has been able to do better 
han that for utility operators. 

ow? By means of a new 
nethod of tire selection and a 

y tire that is Triple Pro- 
scted against sidewall fail- 

First, tire selection. En- 
fineers estimate that almost 
very other truck has the 

ong tires for 100% service. 

podrich has developed a de- 
ice called “The Truck Tire 

culator” for 14-ton trucks. 
his Calculator not only tells 


ai 


Nil 


a Mt 


fI 


he exact size and type of tire 
hat will give the best service, 
ut also indicates the probable 
fe of tire equipment, present 


tire costs and what tire costs 
should be. 

This device alone has saved 
thousands of dollars for truck 
owners. 

Second, a new tire inven- 
tion. The new Goodrich Sil- 
vertown is Triple Protected 
against sidewall breaks and 
blow-outs. Statistics show 
that 80% of premature fail- 
ures occur in the sidewalls— 
the “Failure Zone.” A new 
Goodrich invention is designed 
to overcome these failures be- 
fore they start! 


Here’s how it works: 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 
bead. 

. 100% FULL-FLOAT- 
ING CORD — celimi- 
nates cross cords from 
all plies—reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-124 


The right tire for the load 
plus the advantages of Triple 
Protection will save you plenty 
of money. Why not ask the 
man in your organization who 
is responsible for tires to talk 
to the Goodrich dealer? 


Or if you will write direct, 
we will send you free, without 
obligation, the new Truck 
Tire Calculator and Practical 
Guide for Tire Combinations. 
This is part of the service we 
render free to users and pros- 
pective users of Goodrich 
Triple Protected Silvertowns. 
Just ask your secretary to 
write your name and address 
in the margin, tear off and 
mail. 


* The B. F. Goodrich Company, Akron, Ohio «x 


dialed 
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A New 


Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for fam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/2"). 
When the water is turned on, PHOMAIDE, 
anew foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


’ 


1 
. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 


descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


PhoaUTs ons Phomaide 


SOLUTION 


developed, made and sold by 


e Wanufacturing Compan 


NEWARK NEW JERGEY 


CHICAGO 


ATLANTA 
RANSAS CITY SAN FRANCISCO 
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“Now the New Year reviving old desires, 
The thoughtful soul to solitude retires.” 
—RUBAIYAT. 


To spoke the renowned Omar Khayyam 
of the season of endings and beginnings— 
the New Year. Looking backward, the old 
year 1936 was perhaps the most critical in the 
history of public utility regulation in the 
United States. Succeeding three other criti- 
cal years, that ushered in the New Deal power 
program with its double aspect of Federal 
regulation and Federal operation, 1936 wit- 
nessed the actual fruition of the bulk of this 
program. It was the first operating year of 
the Holding Company Act, it saw the begin- 
ning of the result of litigation of that act that 
still clogs the courts. It saw TVA emerge 
from swaddling clothes and other Federal 
power projects emerge from blueprints to 
various stages of actuality. It saw the PWA 
loan-grant policy at its peak and the Supreme 
Court’s recent action in sending a test case 
back for retrial. It saw the New Deal returned 
to office with an overwhelming vote of confi- 
dence and, in its dying days, it saw some steps 
taken toward settlement of the power produc- 
tion impasse between the government and the 
private industry. 


Mucu, of course, remains to be seen. The 
New Year, 1937, will likewise be critical but 
it is also likely to be more satisfactory, at 
least, in the sense of being more conclusive. 
It is as if we have been passing through the 
period of drastic change and have now en- 
tered the period of reconstruction and re- 
adjustment. Such, in brief, is the conclusion 
reached in the seasonable article that opens 
this first New Year’s issue of Pustic UTILITIES 
ForTNIGHTLY. 


HE author, Francis X. WeEtcH, of our 

editorial staff, has, in this piece, attempted 
the annual crystal gazing act so prevalent 
during this season, and it may be that his find- 
ings will appear too roseate to suit some 
realistic readers. Mr. WELCH sees the year 
1937 as a year of compromise and truce—a 
year of tapering governmental expenditure, 
but also a year of increased and strengthened 
Federal regulation; a year of crystallization, 
as it were, of the plastic forces that have buf- 
feted the utilities during the last three years. 
The result may not be comforting to some, 
but more certainty will surely be welcomed 
by many. It recalls the remark recently made 
by an aviator who, after circling blindly for 
hours in a fog over Washington, D. C., landed 
in the middle of a burning garbage dump on 
the nearby Virginia shore: “It sure looks like 


Hell,” he said ruefully, “but at least we know 
where we're at!” 


Our readers will undoubtedly be interested 
in Mr. WELcuH’s suggestion that the utilities 
need not fear a great deal of new reform 
regulation during 1937, for the simple reason 
that most of it has already been passed and 
is now in the courts awaiting review. In other 
words, in his opinion, it is not that Congress 
regards the utilities any more sympathetically, 
but simply that its utility program has be- 
come, as the diplomats say, fait accompli. 
This is some consolation to the utilities, how- 
ever small. It puts them somewhat in the 
position of the quiet little man who was rid- 
ing in a day coach staring gloomily out of the 
train window. The conductor came through 
and asked for his ticket. The man did not 
move or answer. The conductor repeated his 
request twice and finally said with some ex- 
asperation : 


“Tr you don’t give me your ticket, I’m go- 
ing to make trouble for you!” 


At this the little man burst into a gale of 
laughter. He finally spoke: 


“Listen, Mr. Conductor, yesterday my 
business was sold by the sheriff. Next I heard 
my son was in jail and when I went home I 
found my wife had eloped with the butler 


ERNEST R. ABRAMS 
He thinks TVA is hindering private utility 
financing. 
(See Pace 24) 
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Let's drag it out 


bob ioMe del- Mo} of-vel 


| 


Every Dollar SAVED 


is a 100% PROFIT Dollar! 


By dragging office expense out into the 
open and carefully examining each de- 
tail, it is usually possible to discover new 
ways to save money. 


It is so easy to go along, year after year, 
performing routine operations always in 
the same manner. Wasteful, costly habits 
are frequently formed. It takes study to 
find ways to use improved methods and 
suck study is becoming increasingly im- 
portant in the public utility field. 


For over thirty years, public utilities have 
been using Addressograph equipment to 
reduce expense, insure accuracy and 
speed. In the past few years, remarkable 


improvements in Addressograph equip- 
ment have been made. Whether or not 
you now use Addressograph it is quite 
possible that these improvements repre- 
sent real opportunities for you to make 
important, additional savings. Let's 
drag expense out into the open and find 
a way to reduce itl 


Consult telephone books in principal 
cities for the address of the nearest Ad- 
dressograph representative and tele- 
phone or write him. Or write to Addres- 
sograph-Multigraph Corporation, Euclid 
Branch Post Office, Cleveland, Ohio. 
Practical assistance...without cost or ob- 
ligation . . . will gladly be given to you. 


ADDRESSOGRAPH REDUCES EXPENSE 
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PAGES WITH THE EDITORS (Continued) 


after burning the house down. I took this 
trip for my health when the doctor told me 
‘I couldn’t live more than a month, but I lost 
my ticket getting aboard and after I got on 
my wallet was lifted, so I can’t buy another. 
Now, Mr. Conductor, you say you'll make 
trouble for me! Go ahead, my friend, I’d 
like to see you do it.” 


¥ 


NE of the important matters affecting 

utilities that seems almost certain to be 
revived during 1937 is the proposed St. Law- 
rence Waterway Treaty. If so, it is equally 
certain that the electric operations of the On- 
tario Hydro Electric Commission will enter 
into the picture. The Ontario Commission, 
we learn, has enough power already—indeed 
too much—since the province only last year 
had to annul certain contractual obligations to 
take wholesale power from private companies 
in Quebec. And so the Province of Ontario 
will, doubtless, have to be shown good reason 
why the Dominion should approve of a treaty 
requiring her to share the expense of harness- 
ing the St. Lawrence to make more power. 
‘All of which is likely to make the operations 
of Ontario Hydro stand out in the white light 
of American publicity more than ever. 


¥ 


In this issue (beginning page 14) FErcus 
J. McDiarmip undertakes a defense of On- 
tario Hydro. He apparently feels that it de- 
serves the description sometimes given to it: 
“Public Ownership’s Blue Ribbon Exhibit.” 
Mr. McDiarmip is the same author whose 
article in the December 17th issue of the 
ForTNIGHTLY on utility security investment 


FERGUS J. MC DIARMID 
He gives Ontario Hydro a clean bill of health. 


(See Pace 14) 


from the insurance man’s viewpoint has re- 
sulted in a number of inquiries from Forr- 
NIGHTLY subscribers, most of whom seem to 
like Mr. McDtarmin’s first coatribution, Be- 
fore becoming a research expert for insurance 
investments in utility securities, Mr. McD1ar- 
MID graduated from the University of 
Toronto in 1928. So we know that he must 
have a neighborly as well as statistical ac- 
quaintance with Ontario Hydro. 


¥ 


Te concluding article in this issue (begi.i- 
ning page 24) is about another subject 
that is bound to receive its share of public at- 
tention during the year 1937—the Tennessee 
Valley Authority. The author, Ernest R 
ABRAMS, who will be remembered for his 
former articles about TVA financing, is a 
public utility economist for several New York 
investment bankers and brokers. Before that 
Mr. ABRAMS acted in a similar capacity for 
Standard Statistics Company, Inc., and prior 
to that he had been engaged in the financing ° 
of public utilities in the Middle West for 
about seventeen years, specializing in the pur- 
chase or negotiations for purchase of small 
operating units. 
¥ 

yy the important decisions preprinted 

from Public Utilities Reports in the back 
of this number, may be found the following: 


Inadequacy and obsolescence in addition to 
physical deterioration are considered by the 
Oklahoma commission in valuing telephone 
property. (See page 1.) 


The effect of tax increases and the imposi- 
tion of taxes on dividends is considered by the 
Michigan commission in passing on rates for 
electric service. (See page 9.) 


A plan for rural electrification approved by 
the Michigan commission substitutes a guar- 
anteed monthly payment instead of customer 
contribution requirements. (See page 48.) 


An increase in minimum charge is a rate 
increase which must be supported by proof, 
it is held by the New Jersey commission. (See 
page 61.) 

Sd 


WE trust that this issue of the ForTNIGHTLY 
will find all our subscribers refreshed from an 
enjoyable holiday season and all ready for the 
further enjoyment of a happy and prosperous 
New Year during this year of Our Lord Nine- 
teen Hundred and Thirty-seven. 


THE next number of this magazine will be 
out January 21st. 


A, Getttiiee. 
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WHY CANT THEY 
GIVE ME SERVICE 
WITHOUT ALL THIS 


RED TAPE! 


ited 
yack 
ing: 
Given proper facilities, one group all clerks’ time throughout the 


of clerks can handle the follow- day. 


T is difficult to understand 


n to weet 
why so many utilities need- 


the 
one ssly complicate the handling of ing: 
1 Duplicate Bills 


2 High Bill Complaints 


From the standpoint of public 
relations alone, it will pay you 
to eliminate the usual red tape 
involved in customer contacts. 
Phone the Remington Rand 
office in your city, for complete 
facts on Centralized Customer 
Contact. Or write today to Rem- 
ington Rand, Buffalo, N. Y. 


ustomer contacts. Certainly at 


wil o other time is simple, direct, 
the lean-cut service so vital from 
for goodwill standpoint. Yet day 3 Appliance Complaints 

fter day, customers are made to See ; : 
1 by ait and wait (or are referred to 4 Service Complaints 
1ar- half a dozen different people) be- 5 Applications for Service 
mer lore they can get their questions 
nswered. To them, this treat- 


rate ment can mean only one thing— 


6 Security Deposits 


7 Extension on De- 
oof, he company is “passing the linquent Bills 
See buck.” . es 

8 General Inquiries 


f this problem happens to be sagenting Ge Ressant 


ITLY yours also, here is news. A new Each individual clerk 


1 an ystem developed by Remington can quickly become 


the 
rous 
ine- 


| be 


and makes it possible to con- 
entrate all customer contacts 
t one central point, with im- 
bortant savings in time and 
bperating costs. 


familiar with all these 
activities. This means 
fewer customer waits 
at peak periods, and 
more efficient use of 


One of Remington Rand’s Customer Contact 
Desks in use at a leading midwest utility 


OK: 5 fom Remington Rand 
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Various regulatory rulings by courts and commissions reported in full text, 
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Final stages of assembly at the I-T-E factory 


Another STATION AUXILIARY SWITCHBOARD 4, I-T-E 


his board, which goes to a large Utility in the Mid-West, provides complete steel enclosure 

or all circuit breakers and their connectirg bus structure. 

n interesting feature of the board is the variety of arrangements for mounting and control 

f the circuit breakers. A number of circuit breakers are of the withdrawal type with sepa- 

able connections to the bus bars. Some of these are mounted on pantographs; others on 

emovable trucks. In several cases, the connection between bus and circuit breaker is rigid. 

mn keeping with conditions, some of the circuit breakers are electrically operated, others are 

and operated. 

he steel enclosure, seen at the top of the board, houses a part of the special ring bus required. 
Each of two sets of transformers feeds two bus sections, and the two sections 


bus at the top which connects the two end sections. 
In keeping with advances in design and construction, the engineers for whom 
this switchboard was made requested a change from traditional color. The finish 
Offices in is ivory lacquer with black trim. It is a beautiful job. 
Principal Details of I-T-E switchboards, called Multumite, are available in Bulletin 368, 
Cities a copy of which will be sent on request. 


I-T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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“There never was in the world two opinions alike.” 


EpitoriAL STATEMENT 
The New Republic. 


RoyAL W. SorENSEN 
Professor of Electrical Engineer- 
ing, California Institute of Tech- 

nology. 


HERBERT HOOVER 
Former President of the United 
States. 


Harry L. Hopkins 
WPA Administrator. 


FioreELLo H. LA GuArpIA 
Mayor of New York. 


SAMUEL B. PETTENGILL 
U. S. Representative from Indiana. 


Danie. C. Roper 
Secretary of Commerce. 


RESOLUTION 
Adopted by Mississippi Valley 
Association. 


ArtTHUR E. Morcan 
Chairman, Tennessee Valley 
Authority. 


Joun M. FitzcerALp 
Committeeman, Eastern Railroad 
Presidents’ Conference 


—MONTAIGNE 


“The TVA is one New Deal agency that has consistently 
dodged publicity.” : 
se 


“There is no doubt that a real danger arises when poli- — 
ticians attempt to obtain control of power groups.” 


¥ 


“Government can correct abuse without entry into busi- 
ness. If it cannot, then democracy shall have failed.” 


¥ 


“The Federal government cannot refuse responsibility 
for providing jobs to those whom private industry does 
not hire.” 


¥ 


“T favor a permanent system of Federal Public Works 
Administration as a means of meeting the problem of re- 
curring depressions.” 


¥ 


“Ts it not a fact that the business man and the politi- 
cian have been competing for the goodwill of the worker, 
and the business man has lost?” 


¥ 


“I believe that constructive and codperative study on 
the part of government and business would insure safer 
individual and national progress.” 


¥ 


“The position of Newfoundland, astride the mouth of 
the St. Lawrence, is an insuperable obstacle to the 
(waterway) treaty in its present form.” 


¥ 


“Our industries, especially the utilities, exercise some 
of the functions of government. Government cannot be 
kept out of business according to any simple formula.” 


¥ 


“And as the largest consumer of our basic commodities 
—as it would be, if it took over all transport agencies— 
how long would government continue to buy from private 
industry ?” 


12 
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~ BURROUGHS 
PUBLIC UTILITY BILLING 
MACHINE 


provides these 


NEW FEATURES 


that cut billing time and billing costs 


Whatever your billing plan—Stub, Bill and Ledger, or Register 
Sheet—new features and developments on this new Burroughs 
bring greater speed and simplicity to the entire job. 


MORE REGISTERS 


This new feature permits automatic 
accumulation of figures by revenue 
classifications, rate blocks, etc., as a 
by-product of the billing operation. 


LINE PROOF 
This new feature detects errors in 


writing the meter readings and con- 


sumption. Meter readers’ errors in 
subtraction and operators’ errors in 
writing the consumption figures, are 
detected before the incorrect firure 
is printed or added. This saves much 
time in making corrections and in 
vroving bills. 


AUTOMATIC COUNT OF BILLS 


The machine automatically counts 
the number of bills added in each 
register, for proof and statistical 
purposes. 


INCREASED SPEED OF CARRIAGE 


Faster carriage operation speeds up 
the entire billing job. 


AUTOMATIC EJECTION AND 
STACKING OF COMPLETED BILLS 


After the bill is written it is auto- 
matically ejected and stacked. Thus 
when the billing work is completed, 
the bills are in exactly the same 
order as when they were received 
by the operator. 


For full particulars, including a demonstration, 
telephone the local Burroughs office, or write direct. 


Burroughs 


6615 Second Boulevard, Detroit, Michigan 
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J. ArtHuR ATCHLEY 
Tennessee State Senator. 


ANNING S. PRALL 


Chairman, Federal Communica- 


tions Commission. 


Harry L. Hopkins 
WPA Administrator. 


Davin E, LILigENTHAL 
Director, Tennessee Valley 
Authority. 


C. O. SHERRILL 
President, American Retail 
Federation. 


Rosert M. LA FOLLETTE 
United States Senator from 
Wisconsin. 


L. A. TABER 


Master, National Grange. 


ALFRED P. SLOAN, JR. 
President, General Motors. 


Jay FRANKLIN 
Newspaper columnist. 


“As for the TVA, we are all for it, Der >crat, Republi- 
can, Socialist, mug-wump, or what not.” 


+ 


“American radio is the finest in the world because it has 
been permitted to develop unfettered by too many re- 
straints of government.” 


¥ 


“The policy of the United States toward the twin ques- 
tions of unemployment and relief has long been a source 
of amazement to economists and other interested persons.” 


¥ 


“TVA is a thoroughgoing effort on a long-time basis to 
meet the responsibilities of government by bringing to the 
people of a great region the fruits of the natural resources 
that the nation owns.” 


¥ 


“Many legislators seem to labor under the delusion that 
a tax can be evolved which the consumer does not ulti- 
mately pay; hence they try to force the seller to absorb 
the tax.” 


¥ 


“The population curve, whose steady rise used to help 
us out of depressions, now has leveled off. There is no 
incentive for reinvestment except through the govern- 
ment’s activities.” 


¥ 


“Check the tendency towards government ownership 
and the injection of bureaucracy into the lives and daily 
customs of our people—a very serious danger of the hour. 
Bureaucracy gives little heed to the fundamentals of 
economy and progress and always makes for inefficiency.” 


¥ 


“The moment government becomes a matter of dis- 
cretionary activity wherein bureaucracy can make the 
laws then there is an interference with management. And 
when management is taken over in large part by govern- 
ment, there is an end to private initiative and government 
ownership is the inevitable result.” 


¥ 


“At a time when the private electrical utilities are doing 
their darnedest to block the New Deal power program 
and when Ickes and company arr denouncing the utility 
magnates and the President advances the TVA yardstick, 
inch by inch, the lion lay down with the lamb and pre- 
sented a solid front to the visiting firemen from foreign 
shores,” 
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yubli- 
New CE Units for— 

t has e ° 
‘. | Montville Station 

* 
on Connecticut Light 
ns.” & Power Company 
. Capacity: Each Unit—130,000 Ib per hr 
Ss to Design Pressure—725 Ib 
the Total Steam Temperature—825 F 
rces 

* 
hat HIS sectional elevation shows 


Iti- one of two CE steam generat- 
” ing units purchased by Connecti- 
cut Light & Power Company for in- 
stallation in its Montville Station. 




















elp 
no These units are comprised of the 
a following equipment: CE Bent 
Tube Boilers, Elesco Superheaters, 
1ip Ljungstrom Air Heaters, CE 
ily Water-Cooled Furnaces, CE-Ray- 
“ mond Bowl Mills and CE Type R 
. Burners. 
They will serve a turbine-generator 
s- having a capacity of 25,000 kw. 
< ee vee CE PRODUCTS 
id All types of 
A BOILERS — STOKERS — FURNACES 
PULVERIZED FUEL SYSTEMS 
HEAT RECOVERY EQUIPMENT 
g Fabricators of pressure vessels, tanks, etc., welded 
or riveted, in carbon, alloy or clad steels. 
y 
a 
mi COMBUSTION ENGINEERING COMPANY, INC.! 


200 MADISON AVENUE ® NEW YORK 


Canadian Associates: Combustion Engineering Corporation Ltd., Montreal A326 
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The 
Sxip Hoist 


@ The Skip Hoist needs no introduction, 
as its simplicity of construction and 
economy of installation and upkeep 
have been known to industry for many 
years — our first machine having been 
installed 30 years ago. 
Throughout these years it is but natural 
that we should have acquired a wealth 
of experience in applying skip hoists to 
a great variety of purposes and individ- 
ual conditions, and it is this experience 
that is always at your disposal. 
The design of the various elements of 
the Link-Belt Skip, has been carried to 
the highest point of standardization in 
order to assure reliable operation, and 
Link-Belt engineers adapt these stand- 
ardized units in the best way to meet 
the individual needs of each installation. 
Link-Belt equipment for the power plant 
includes, in addition to Skip Hoists, the 
Peck Overlapping Pivoted Bucket Car- 
rier—Belt Conveyors—Flight Conveyors 
—Gravity Discharge Conveyors — Port- 
able Belt Conveyors— Rotary Railroad 
Car Dumpers—Locomotive and Crawler 
Cranes—Bucket Elevators—Bucket 
Loaders—The Power Hoe (Drag 
Scraper) —Weigh Larries—Crushers— 
Feeders—Water Intake Screens— 
Suspension Bunkers and Accessories. 
Address Link-Belt Company, Chicago, 
Philadelphia, Indianapolis, Atlanta, San 


Francisco, Toronto, or any of our offices, 
located in principal cities. 


LINK-BELT 


COAL AND ASHES HANDLING EQUIPMENT 
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MAN IN YOUR 
ORGANIZATION 





n, 
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n E may not have a title, and his annual 

d H salary may barely go into four figures, 

= but he is important. What he turns out 

t carries instructions that must be legible— 

- impressive to the public, that must be clear 
and dignified. Important to him and to 

at you is the paper he uses. 

: For years Hammermill Mimeograph has 

s enjoyed the reputation of being the stand- 

; ard of most businesses, of the big air shows 

r —and the large stations as well. The paper 

: itself has won that position. It gives fast, 

\e 

) 

5753 


HERE IS AN IMPORTANT 


If you prefer, omit coupon and simply write us on your letterhead 







clean copies on the machine, dries almost 
instantly, thus preventing offset on the next 
sheet. Hammermill Mimeograph Paper also 
takes printing, and pen and ink— without 
smudging. And the same qualities that 
broadcasters like, make Hammermill Mim- 
eograph the right choice for your business. 









ry 7 7 






TRIAL OFFER —Will you try this paper at our ex- 
pense? Simply write us on your company letterhead 
and we'll mail a free 100-sheet packet together with 
a Portfolio of samples on Hammermill Mimeograph. 
















Hammermill Paper Co., Erie, Pa. 

Gentlemen: Please send me 100-sheet packet of 
Hammermill Mimeograph Paper and the Portfolio 
of Specimens. 









Name 








Position sail 
(Please attach this coupon to your business letterhead) 
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EMCO 


—hecutate-kKeliable 
Lt “a 3A 
Long Life 


METERS 
eG Sete CVE 
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MAIN OFFI! 


PITTSBURGH EQUITABLE METER CoO. 


XY 
A 
~ 
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NEW 1937 
CHEVROLET TRUCKS 








Pcwevaower | PERFECTED HYDRAULIC BRAKES (with Double-Articulated 
Brake Shoe Linkage) « NEW HIGH-COMPRESSION VALVE- 
TRANSPORTATION §JN-HEAD ENGINE »« MORE LOAD SPACE—IMPROVED 


FOR ECONOMICAL 


LOAD DISTRIBUTION + NEW STEELSTREAM STYLING + IMPROVED FULL- 
FLOATING REAR AXLE (with New One-Piece Housing on 114-ton Models) 


. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
General Motors Installment Plan—monthly payments to suit your purse. 





"MORE POWER por gallon LOWER COST por load!" 
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How The Gas Waster 
Was Caught By Burnham 


HEN gas is used for automatic 

heating, no one knows better than 
you, that it is the heat lag that eats up 
gas and causes dissatisfaction with 
bills. 


It is the drawing of the cool air into 
the fire box and through the boiler 
that cools it down between automatic 
firings. Still the burners must have 
air. 





The Burnham Boiler cuts down heat 
lag with its built-in cast iron draft di- 
verter and positive control of primary 
and secondary air. Overcomes strong 
chimney pulls. 


The diverter also permits safe and sat- 
isfactory operation of boiler during 
periods of down draft, or in event of 
accidental blocking of chimney. 


Its field economy operation equals that 
of the shop test. 


Send for catalog. Get the full facts. 
See for yourself. 


Burnham Boiler forporalion, 


Manufacturers of Heating Equipment Since 1873 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principai Cities of the United States and Canada 
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Ghey Da Their Share! 
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Yes! Kinnear Steel Rolling Doors are 
doing their share in reducing operat- 
ing and maintenance costs for many 
transit companies. And the same 


economies can be afforded any other 
Public Utility Company. 
Built of steel and coiling above the 
lintel Kinnear Steel Rolling Doors are 
more durable . . . weather resistant 
. . « flexible enough to glance blows 

. . out of the way of damage from = 
wind or truck. They also operate 

Kinnear Rolling Doors are built in a 


more conveniently, rapidly and easily 
number of types and especially for the 
the year around ... save floor and job ..- te amp cleomal weed or teel— 


wall space . . . conserve heat and manually or electrically operated—for 
labor time. Give any service opening fire or service purposes. When you have 


all these door advantages and sav- sd gh ae a oe 
1 * Study it an submit recommendation. 
ings in overhead are sure to result. Pier’: Go eillaaion, 


INNEAR 


a RO Ro Rel SF or KINNEAR MFG. CO. 


2060-80 FIELDS AVENUE COLUMBUS, OHIO 


‘ Please send us a copy of your catalog on Kinnear Rolling Doors . . . doors 

Write Today that OPEN UP new avenues for economies through their UPWARD 
, OPENING design. 

For Further Details 


on this Source 
For New Economies Address 


P 
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160 Foot Candles 


PERMAFLECTOR 
BUILT-IN DIRECT LIGHTING 


Modern illumination for modern stores. Efficient 
direct lighting from concealed sources. Recessed 
Permaflectors control the light, delivering high in- 
tensity illumination to the merchandise without any 
glare and with no feeling of excessive brightness. 


In the jewelry store illustrated above, an intensity 
of 160 foot candles is produced on the display cases. 
Permaflector Built-In Birect Lighting offers the pub 
lic utility a modern lighting system that is a 
load builder. Recommend it to your customers. 


Write today for a copy of our 4-page folder on 
Permaflector Built-In Lighting 
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“Section of the Turner South Point Transmission line, erected for Appalachian Electric Power Oo. in West Virginia.” 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd., Montreal 


[AN T@ CC) SO) VAN ISSONMaINI AY 
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Business figures pour into every 
office, shop, and factory, every 
hour of every day— invoices, 
payrolls, statements, costs, etc., 
etc. Regulate them and speed 
them up; prompt, accurate fig- 
ures are the very lifeblood of 
your business. 

Monroe’s sole function for 
twenty-four years has been to 
increase the output and cut the 
cost of business figures. Today, 
there are 197 different Monroe 
models; calculators, adding- 
listing machines, bookkeeping 
machines, check writers and 
signers. Each Monroe is com- 


pact for desk use, and each one has the famous 
“Velvet Touch” keyboard that eases off the strain 
of figuring. Monroe protects the investment of 
every Monroe user by operating 150 Monroe-owned 
branches from coast to coast. The nearest branch will 
arrange for you to try a “Velvet Touch” Monroe on 
your own figures without obligation. Write to us 
for booklet, 

“If Only I 

Could Work 

On Your Desk 

ForAn Hour.” 

Monroe Cal- fF (ADDING 2 

culating ear osu 


Portable, weighs 


. only 16 ds, 
MachineCo., completely auro 
Inc., Orange, ff tionanddivision. 


New Jersey. 
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SEND FOR 
THIS FREE 
BOOKLET 






WO paints may look alike in the can and some- 
times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 

Lead is of great value in some paints yet in others 















ONE 















it is a detriment. Similarly linseed oil is indispen- OF 
mous sable in some paints while in others china wood oil 71 
: is far superior. CUSTOM MADE 
one Paints must be selected according to the service PRODUCTS 
ent of they are expected to render, the conditions of their 
ywned use and abuse and the surfaces to which they are to 
+h will be applied. RHINAMEL 
asin More than thirty years of experience has taught wg ee 
us the right combination of pigments and liquids 
to us for custom built paints, each one designed for its A tough colorful 
particular field, which ‘dries in. four 
In the booklet offered above we describe main- po ln mong A 
tenance paint products specially designed for and and white. Proof 
used by more than five hundred public utilities. ol ge aay 
Send for a copy. It may be the means of solving cleaning compounds. 
many troublesome painting problems. a Seren, 












The Tropical Paint & Oil Compan 
1100-1300 W. 7Oth Street Cleveland, Ohi 









| 
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COMBINED METERS SANGAMO TYPE HV METER 


AND TIME-SWITCHES 





The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
le uy-156 3 minimum space requirements make 
them desirable for metering and con- 


TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 


** OUTDOOR SUBSTATIONS « « 
a UNIT TYPE 


READY-TO-INSTALL 


7.5 TO 220 K.V. 


ASSEMBLED FROM 
STANDARDIZED PARTS 





e 


PROMPT SHIPMENTS 


Delta~Stax QQ) Electric Ge 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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No weak spots for 
corrosion to attack— 
The Bethanized Wire 
can be wrapped 
around its own diam- 
eter without breaking 
or flaking its corro- 
sion-defying zine 
coating. 


Now—at no extra cost 
CHAIN LINK FENCE THAT CAN 


TAN THE Web! 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘ fences 


°° METHANIIEZ WIRE 





ANCHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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Saving B. T. U’s Is 
Saving Dollars 


A gain of several degrees in the 
Hotwell temperature is effected by 
the design of the C. H. Wheeler 
“Dual Bank” type condenser. 





The Trend 
to Dictaphone 
Sweeps On 
NEVER has interest in Dictaphone run so 
high as it does today. Businesses of every 


sort and size are turning to this modern 
dictating instrument—simply because it 


gets things done so quickly, smoothly, ac- 
When multiplied by the pounds of curately and conveniently. 
water passing through the condenser 
per hour, this degree increase rep- 


resents a saving of many dollars. 


Actual handling of correspondence is 
only the first of a long list of Dictaphone’s 
benefits. All day long, it lets men and their 
secretaries work, independent of each 
other’s time and convenience. Try out 
Dictaphone in your office. 


DICTAPHONE 
Sales Corporation 
420 Lexington Avenue 
New York City 


C. H. WHEELER MFG. CO. 
19th St., Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


C. H. WHEELER OF PHILADELPHIA 
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DRIVE FOR SAFETY! 


Throughout the country, “Drive Safely’ campaigns are 
sharply focusing the public mind on all matters relating 
to modern traffic. 

What more pertinent a question could there be than that 
of street illumination? Nor what answer more productive 
of good will toward a Utility, than immediate, positive 
(and publicized) improvement in street lighting. 

Silvray ‘Multiplex’’ Processing offers just such an op- 
portunity for profit—for, with an annual additional cost 
representing but a very small percentage of the street 
lighting load, Silvray “Multiplex” Processing will in- 
crease the EFFECTIVE illumination with existing equip- 
ment from 30 to 50 percent. 

The good will value, particularly at this time, is inestimable. 
Write for details . . . or have one of our Engineers call 
with reference to a survey or recommendations. 


AMERICAN STREET ILLUMINATING COMPANY 
“Backed by 59 Years’ Street Lighting Experience” 
261 N. Broad Street Philadelphia, Pa. 
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No. 16 of a series of messages to Public’Utility executives pointing out 
opportunities for load-building by promoting the use of electric arc welding. 


Contact 


AIRCRAFT MANUFACTURERS 


— They're blazing a trail 
with K.W.H.* 


Tree 
Snstruction 
for Power 

Salesmen 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so 
that they can discuss ‘it in- 
telligently with prospects. 
Are you interested in se- 
curing this service? Just 
get in touch with our main 
office in Cleveland, Ohio. 


Ll 


Equipped with new Lincoln welders and electrodes 
for light-gauge metal welding, aircraft manufac- 
turers and airport repair shops are discovering ways 
to speed up and improve the fabrication of fuselage 
and other metal structures. Now interested in elec- 
tric welding, this field warrants the attention of 
your industrial power salesmen! 


So many prospects like these are right on the verge 
of adopting electric arc welding. With little effort, 
your men can add the persuasion necessary to make 
them customers . . . customers for kilowatt-hours. 


Engineers in our district offices will gladly inform 
you about any phase of the arc welding market. 
Feel free to enlist their services. THE LINCOLN 
ELECTRIC COMPANY, Dept. YY-329, Cleve- 
land, Ohio. Largest Manufacturers of Arc Welding 
Equipment in the World, 


* Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 
5,000 to 10,000 lbs. of electrodes per year. 


COLN 
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FOR THE TOUGHEST KIND 
OF HAMMER WORK .... 





Drill—dig—drive—cut o 
tamp with a BARCO Port 
able Gasoline Hammer. You 
will be surprised at the savings 
made and which soon liqui- 
date the investment. 

For additional information 


send for catalog. 


20° bel ° in the sh BARCO : 
BARCO Hammers take thelr: work MANUFACTURING COB 


in stride . . . their power is not 


vétasded boy Seuapangiove. 1803 W. Winnemac Avenue, Chicago, Ill 
iJ BARCO,. acu | 
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LEI POWER 


write its autobiography 


TAYLOR RECORDING THERMOMETER—In appearance, design 
and construction the highest type of modern recorder available today. 
Three types—Mercury-, Gas-, and Vapor-Actuated. Mercury type uses 





TAYLOR RECORDING PRESSURE GAUGES-~As fine and ac- 
curate an instrument as its brother R of 
fi and i 


With 
in design and construction. A 








latest 


iP 


for pressure gauge of the highest type—long-lasting, efficient snd econom- 





Taylor Accuratus Tubing, designed to 


changes through which tubing passes and to assure correct bulb temper- 
ature readings. Dust-proof and moisture-proof cases for face-, or flush- 
blies are 


ilable to 





mounting. Many styles of standard bulb 
accommodate all types of apparatus. 


ical in operation. Ia a rust-proof die-cast case which protects the inner 
mechanism against moisture and dust. For face-, or flush-mounting. 
Shown dimly behind the recorder is the Taylor Dial Gauge, cutstand- 
ing among indicating instruments. Easy to read ...durable... 


accurate. 





udy its accurate record as written by the pens of 
aylor Recording Thermometers and Pressure Gauges 


HO ever thought of power 
writing its life history? But it 
es—in terms of temperature and 
essure, with the pens of recording 
ermometers and gauges. The chart 
apters are vital records for every 
wer plant. But they must be ac- 
rate records—reliable records— 
e truth and nothing but the truth. 
Through the medium of Taylor 
Pcording Thermometers and Pres- 
re Gauges, power plants get pre- 
and accurate records today. 
hese instruments are designed 
bm beginning to end to meet the 
bst exacting requirements in con- 
ion with the production of power. 


They are built to be accurate—and 
to give exceptionally long and eco- 
nomical service. (Their charts are 
printed on specially developed paper 
to eliminate reaction to atmospheric 
changes and to provide the ideal 
writing surface.) 

Shown above are three types of 
modern Taylor Recorders designed 
for power plant use. A Taylor Re- 
cording Thermometer, a Recording 
Pressure Gauge, and a combined 
Recording Thermometer and Pres- 
sure Gauge, a necessity for super- 
heated steam lines. For more com- 
plete information regarding these 
instruments, write for Catalog 68J 


on Temperature Recorders and Cat- 
alog 68JF on Pressure Recorders. 
For more direct data on these and 
any other Taylor Instrument for 
Power Plants, ask a Taylor Repre- 
sentative to cover the ground with 
you. For Catalogs or a Taylor Rep- 
resentative, address Taylor Instru- 
ment Companies, Rochester, N. Y. 
or Toronto, Canada. Manufacturers 
in Great Britain—Short & Mason, 
Ltd., London, England. 


“la 


indicating Controlling 


TEMPERATURE, PRESSURE and 
FLOW INSTRUMENTS 
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New—For Industrial Lighting! 


Guths “TRIPLE A’ ALZAK STANDARD 
DOME SOCKET REFLECTOR 


Correctly designed for Maximum Efficiency and Distributio 


Underwriter’s Laboratories Standard. 


@ 1. Exceptional light-output. 

@ 2. Desirable Color Correction. 
@ 3. Light-weight; easy to handle. 
@ 4. Never rust, discolor, or peel. 


@ 5. Will not chip or break. 





@ 6. Modern in appearance. 


Standard Dome Type 





Efficiency 
Permanency 


and Toughness 


Guth’ ALZAK 


Write for our No. 30 Catalog 


She FF OWIN EF. Guinn ComMPANY 


DESIGNERS-ENGINEERS-MANUFACTURERS 
Lighting Equipment 


ST. LOUIS. U.S.A. 


Glass-Alzak Type 
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YPE PD-5 demand meters have an accuracy 
especially suited to your important demand 
ads. Because these meters print their records, 
hterpolation errors and also errors due to paper 
hanges fare negligible. As a result, a PD-5 can 


bnsiderably improve your metering efficiency. 





SPSD) 


——-. 
(See 


Yet this demand meter is not complex and delicate, 
but is sturdily constructed. Substantial parts are 
used, quite unlike those usually associated with 
delicate instruments. For routine inspection, the 
body is hinged so as to give a much-desired 


accessibility. 


For further information, be sure to get in touch 
with your nearest G-E meter specialist, or write 
to General Electric, Schenectady, N. Y. 

410-45E 


GENERAL @ ELECTRIC 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





= 


Public Utilities Fortnightly ui 





ARMORED CABLE «+ BUILDING WIRE AND FLEXIBLE CORDS « RADIO WIRES 


ENT Eee Ty 


SCRESCENT 


Vi ADE 


These 
splendid 


examples f 
of CRESCENT #4 
manufacture — 
were 


MADE FROM START TO FINISH IN THE CRESCENT PLANT | 


The careful supervision given to the manufacture of 
Crescent Wire and Cable from raw material to finished 
product is only one reason why these products are of a 
uniformly high quality. Engineering skill of a high order 
has been devoted for many years to the improvement 
of the processes of production, with the result that the 
quality inherent in Crescent products is mutually advan- 
tageous to buyer and seller alike. 





e CRESCENT ENDURITE SUPER-AGING INSULATION + PARKWAY CABLE « VARNISHED CAMBRIC « SIGNAL CABLE « 


BARE WIRE +« CRESFLEX NON-METALLIC SHEATHED CABLE « MAGNET WIRE '@— 
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ONLY 


QUALITY 


CAN 
“TAKE IT” 


A fighter and a Water Meter have this in common: 


both 


must have what it takes to take punishment. No matter 
what you save on the first cost of any Water Meter, if it 


hasn’t QUALITY materials and construction put 


into it 


by a reputable maker, it’s a bad bargain. Trident and 
Lambert Water Meters have this Quality. It shows up in 
low maintenance, sustained accuracy. New interchange- 
able parts wipe out the wear of years, fitting easily into 


the oldest models, whose basic design will never 
become obsolete. A water meter for every serv- 
ice. Neptune Meter Company (Thomson Meter 
Corp.), 50 West 50th Street (Rockefeller Center), 
New York City... also... Neptune Meters, Ltd., 
Toronto, Canada. 


and LAMBERT WATER METERS 
OVER 6 MILLJON MADE AND SOLD 





THE FAMOUS TRIDENT 
FROST-PROOF METER 


Its parts are interchange- 
able. Among other Trident 
features it embodies the Oil- 
enclosed Gear Train, Anti- 
Friction Disc Thrust Roller, 
Snap Joint Disc Chamber: 
special Heat-proofed and Re- 
movable Bushings on Gear 
Train and Register. 
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Cutting A Bad Debt Lass 


To t! 
evn 
one perce 


g/100" of 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 
connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


[SE] DICTOGRAPH - TELEMATIC 
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DRIVES 
dependable and 


- {) 
Tan?) 


Hicu DEPENDABILITY is one reason 
for the popularity of Elliott turbines for 
driving all sorts of centrifugal pumps, 
coal pulverizers, fans, etc. 


Other intrinsic advantages are low 
maintenance, the ability to handle 
overloads, the fact that the turbines are 
dustproof, without fire hazard, easily 
controlled for variable speeds, that the 
clean exhaust steam can be used in 
process, or the turbine can operate on 
exhaust steam from other units. 


ELLIOT 


ULeconomical 


° 


This group of machines represents a 
single order from a nati $ 
manufacturer who a “depend- 
ability. These eight machines are 


ELLIOTT 
Mechanical Drive 
TURBINES 


Elliott mechanical drive turbines can 
drive direct at speeds of 1200 to 3600 
r.p.m. For lower speeds they are equipped 
with very compact built-in gears, as 
illustrated above. Elliott turbines are 
built in a complete range of sizes and 
for any steam pressure or back pressure 
desired. They can fit your heat balance. 

It is that extra built-in, rugged de- 
pendability of Elliott mechanical drive 
turbines that appeals so strongly to users. 
You can check for yourself their high- 
grade design and construction. Ask for 
Bulletin H-9. 





COMPANY 


PITTSBURGH, PA [a 
» 


Steam Turbine Department : JEANNETTE, PA 
District Offices in Prine ipal Citte \ 
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H YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 











IS FAST 
ECONOMICAL 
EFFICIENT 
DURABLE—SAFE 


Wire or write for complete details. 


A. J. LINDEMANN & HOVERSON CO. 
Milwaukee Wisconsin 
New York Chicago San Francisco 


ELECTRIC RANGES 
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BEAT! 


LIGHTNING’S TRIPLE THREAT 





WITH §- POINT PROTECTION 


ARRESTERS DESIGNED FOR 
THE NEW CONNECTIONS 


Blown fuse outages can be cut 33 to 50%... 
transformer burnouts 40 to 90%...and cus- 
tomer service interruptions about 50%... by 
using the new lightning arrester arrangements 
(interconnection or 3-Point Protection) instead 
of the standard connection. These facts are 
confirmed by carefully compiled records of 
numerous utilities. 


These records also show, however, that the new.. 
connections impose more severe duties on the. 
lightning arresters and greatly increase the 
mortality of the conventional arrester. That's 
why Westinghouse designed the new LV—and 
its ability to withstand the increased duty has 
been proved by more than two hundred thou- 
sand arrester-years’ service. 


Get detailed information on the advantages of 
3-Point Protection and the new LV arresters 
from our representative or from 5-N, Westing- 
house, East Pittsburgh, Pa. 45 60028 


Westinghouse 
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GARRISON 


The Modern DRY Method of 
FIRE Extinguishment 


BULLETIN NO. 6—for the information of PUBLIC UTILIT Y EXECUTIVES 

















Garrison Insures Against 
Interrupted Service 
Losses 


Garrison DRY Compound is a non-conduc- 
tor of electricity. Doesn’t evaporate, freeze, 
or deteriorate. Damages nothing but fire. 
Is “the safest and quickest method of getting 
oil fires involving electrical equipment under 
control” (Utility Committee report). 





Garrison Fire-Detecting elements can be 

placed inside transformers, condensers, tur- A BAD FIRE ... . 250 gallons of oil, and 20 
bine sets, etc., as well as in exposed areas.  fl/ons of gastline in 9 pit 20 * 10 feet, 12 
Such elements (systems) can be arranged 

so as to automatically and instantly actuate 

Garrison apparatus upon detection of a dan- 

gerous heat condition. 


GARRISON EQUIPMENT is today stand- 
ing guard over one of the largest munici- 
pally-owned turbo-generating stations in the 
country. 








Send for our New Brochure—‘‘The Modern 
Dry Method of Fire Extinguishment’’ 


Sole Exclusive Manufacturing and Sales License under 

all Du Gas Company patents—U. S. Patents 1,793,420, 

1,839,658, 1,866,981, and others issued, and patents 

applied for—and foreign patents both issued and 

pending—as well as under Garrison “patent. applica- 

tions pending.” 

Extinguished in 27 seconds, with Garrison 
Dry Compounp. 


GARRIION/ GARRISON ENGINEERING CORPORATION 


#iRE CONTROL 


PRODUCTS Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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WHEN YOU Specify KISCO 


Automatic Water Feeders 
Return-to-Boiler Systems 
Boiler Room Protectors— 





You are assured of 100% performance and com- 
nce plete satisfaction, because these Kisco units were 
designed for dependable service. 


Turning Waste Into Profits 


This plant operator quickly recognized the losses 
which were being suffered prior to the installation 
of the Kisco Return-to-Boiler System. 

This individual system replaced several steam 
operated appliances. The increased efficiency at 
the boiler and equipment in the plant quickly 
registered. 

There is a good reason why Kisco is “The Choice 


of the Well-Informed.” 


Write for Bulletin P.U. 12-2 and Learn More 
About Kisco Boiler Protection. 


KISCO BOILER & ENGINEERING CO. 


4333-35{DUNCAN AVE., ST. LOUIS, MO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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GARRISON 


The Modern DRY Method of 
FIRE Extinguishment 


BULLETIN NO. 6—for the information of PUBLIC UTILIT Y EXECUTIVES 

















Garrison Insures Against 
Interrupted Service 
Losses 


Garrison DRY Compound is a non-conduc- 
tor of electricity. Doesn’t evaporate, freeze, 
or deteriorate. Damages nothing but fire. 
Is “the safest and quickest method of getting 
oil fires involving electrical equipment under 
control” (Utility Committee report). 





Garrison Fire-Detecting elements can be 

placed inside transformers, condensers, tur- A BAD FIRE . . . 250 gallons of oil, and 20 
bine sets, etc., as well as in exposed areas. —- FM, = An or 
Such elements (systems) can be arranged 

so as to automatically and instantly actuate 

Garrison apparatus upon detection of a dan- 

gerous heat condition. 


GARRISON EQUIPMENT is today stand- 
ing guard over one of the largest munici- 
pally-owned turbo-generating stations in the 
country. 








Send for our New Brochure—‘‘The Modern 
Dry Method of Fire Extinguishment’”’ 


Sole Exclusive Manufacturing and Sales License under 

all Du Gas Company patents—U. S. Patents 1,793,420, 

1,839,658, 1,866,981, and others issued, and patents 

applied for—and foreign patents both issued and 

pending—as well as under Garrison “patent. applica- 

tions pending.” 

Extinguished in 27 seconds, with Garrison 
Dry Compounp. 


GaRRION/ GARRISON ENGINEERING CORPORATION 


FIRE CONTROL 


PRODUCTS Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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WHEN YOU Specify KISCO 
Automatic Water Feeders 
Return-to-Boiler Systems 
Boiler Room Protectors — 





You are assured of 100% performance and com- 
nce plete satisfaction, because these Kisco units were 
designed for dependable service. 


Turning Waste Into Profits 


This plant operator quickly recognized the losses 
which were being suffered prior to the installation 
of the Kisco Return-to-Boiler System. 


This individual system replaced several steam 
operated appliances. The increased efficiency at 
the boiler and equipment in the plant quickly 
registered. 


There is a good reason why Kisco is “The Choice 


of the Well-Informed.” 


Write for Bulletin P.U. 12-2 and Learn More 
About Kisco Boiler Protection. 


KISCO BOILER & ENGINEERING CO. 
4333-35IDUNCAN AVE., | ST. LOUIS, MO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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ROBERTSHAW 


FOR THE MOST DIVERSIFIED LINE OF 


AUTOMATIC HEAT CONTROLS 


FOR THE KITCHENS OF HOTELS AND RESTAURANTS 









ON STEAM TABLES ™ ON GAS RANGES 4 C : : = 
ROBERTSHAW THERMOSTAT COMPANY 
YOUNGWOOD, PENNA. 


Manufacturers who have spe 
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Ewing Galloway 


Cities SERVICE LUBRICANTS 


meet every industrial specification! 


ROM the most powerful turbine to 
he most delicate precision machine, 
ities Service stands ready to supply 
he exact lubricant needed. 


Backed by 74 years of petroleum ex- 
perience, Cities Service engineers can 
recommend authoritatively the proper 


required for massive gears and bear- 
ing surfaces that must carry tremen- 
dous loads or the lightest and purest 
lubricating oils are demanded for 


delicate precision machines—there is 
a Cities Service lubricant to meet 


every requirement. 


ubricants to be used. Wherever moving 
urfaces come together, at all speeds, and A Cities Service engineer will be glad to 
pt all loads—whether heavy greases are discuss your lubrication needs with you. “ 


SITIES SERVICE RADIO CONCERTS ... EVERY FRIDAY AT 8 P.M. (E.S.T.) .. . WEAF & 43 NBC STATIONS 


ITIES SERVICE INDUSTRIAL OILS 
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Your YStenographer Can Save The 


Cost of Printer’s Type-Setting! 


wit, WABI-IYPER 
Here is a complete unit e as simple to oper- 
ate as atypewriter e which will provide the 
reading matter (printer's type styles) for 
your bulletins, forms, charts, catalogues, 
house organs, etc e It may be reproduced by 
photo-offset, stencil printing or gelatin 
and chemical duplicating. Hundreds of dif- 
ferent styles and sizesof types e instantly 
interchangeable e electrically controlled e 
providing absolute uniformity of impression e 


compact @ complete e It will save you from 
20 to60% on your printing bills. 


RALPH C. COXHEAD CORP. 


MANUFACTURERS 


Body of text opposite prepared on 17 PARK PLACE NEW YORK, N. Y. 
the VARI-TYPER. 

















Dependable servicelong hours 
of it--on and off--off and on! Utilities 


put flashlights and batteries to the sever- 


est tests, but Ray-O-Vac industrial Alash- 


lights and batteries have proven they can 
. Pictured here, the famous guar- 
take it. That’s why each year more and more Sates Eadie red Rotometic 
Switch---exclusively a Ray-O 


utilities specify ““Ray-O-Vac”. Vac feature 


RAY-O-VAC COMPANY 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and-PLANT MADISON, WISCONSIN 


Additional Factories at Clinton, Massachusetts, Lancaster, O 
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NEVER EQUALED FOR 


SERVICEABILITY 





For 10, 20 and Even 30 
Thousand Hours Gargoyle 
D.T.E. Oils retain their ability 





to Lubricate Efficiently 


Lubricants 


Socony-Vacuum OIL Company, INC. 


STANDARD OIL OF NEW YORK DIVISION - WHITEQSTAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGNOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 
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One of the International Trucks that Southern Canada Power uses in Montreal, Canada. 





Only ALL-TRUCK Construction 
mean Give You the Most for Your Money 


ow-cost operation and trouble-free mileage 
the only kind of economy that counts—are 
jought by International Trucks. 


Thirty years of truck-manufacturing experi- 
ce have convinced us that only all-truck 
sign and construction can serve truck users 
tisfactorily. International Harvester builds 


> automobiles; makes no compromise with 


Bssenger-car construction. Every one of the 
International models is all-truck all the 


way through. Every one is designed and built 
for the hauling jobs in its class. 


Owners know that International gives them 
the most for their truck dollars in economy, 
service, and long life. Ask them to tell you 
their story of International Truck performance. 
Then call our nearest Company-owned branch, 
or dealer, for a demonstration. Internationals 
range in size from the Half-Ton unit up. 
Chassis prices start at $415 f. 0. b. factory. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 





606 So. Michigan Avenue 


INTERNATIONAL TRUCKS | 
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Power 
Transformers 


AGNER transformers are of sturdy 
Wace and are liberally designed 
to withstand abuses and to operate at all 
times at high efficiency. They meet demands 
for reliable service under all conditions. 


The Wagner line includes every type and 
size of power and distribution transform- 
ers, enabling Wagner to supply all your 
requirements. Call on Wagner! Forty-five 
years’ experience in the electrical field is 
at your disposal. 





TT237-1BA 
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@ Hang Any Piping in Any 
Place with Grinnell Adjust- 
able Pipe Hangers and 
Supports. 


Prefabrication offers possibilities for substantial economies in compli- 
cated piping assemblies. 

Successful pipe fabrication demands not only adequate equipment 
itself but, even more important, the ability to interpret faithfully the ideas 
and plans of engineers. 

The recognized ability of Grinnell to interpret intricate layouts and to 
make scheduled deliveries for the most complicated installations is particu- 
larly well expressed by the often repeated statement from engineers— 
“Give the plans to Grinnell if you want to meet schedules.” 


GRINNELL COMPANY 


EXECUTIVE OFFICES one PROVIDENCE, R. |. 


SEND FOR COPY DATA AND Branch Offices in Principal Cities 
SPECIFICATION BOOK No. 7 


GRINN BLE 


ABRICATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDARDS 
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“FIRE « STOP” 


SAFECOTE 


RUBBER COVERED 
WIRES & CABLES 


FLAME RETARDING 
MOISTURE RESISTING 


THE ULTIMATE VALUE IN RUBBER COVERED WIRE 


Hermetically sealed against moisture, air, light and heat—longer 
life—improves with age. Free stripping, easier working, fadeless 
colors. Hard Patent-Leather-Like finish will not crumble, smear 
or peel; hot weather does not make it soft, sticky or gummy— 
cold weather will not make it hard and brittle. 


QUALITY WIRE AT NO EXTRA COST! 


Rational Electric ‘jug 


PROOUCTS ° oe aamacanta u Hl 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Utilities Almanack 








{ Mid-West Shippers’ Advisory Board will convene, Chicago, Ill., 1937. 





{ American Society of Heating and Ventilating Engineers will hold annual meeting, 
St. Louis, Mo., January 25-27, 1937. 





{ American Institute of Electrical Engineers will hold convention, New York, N. Y., 
January 25-29, 1937. 





1 Neprats Telephone Association will hold convention, Lincoln, Neb., February 9-10, 





American Road Builders’ Association starts convention, e ' Sema La., 1937. 
Society of Automotive Engineers convenes, Detroit, Mich., 





q ainigs & Metallurgical Society of America will convene, New York, N. Y., & 





9 National Electrical sy ate Association will hold mid-winter meeting, New 
York, N. Y., February 14-19, 1937. 





{ American Engineering Council opens convention, Washington, D. C., 1937. 





4 American Society ie. Frosting Materials will hold spring committee meeting, Chicago, 
Ili., March 1-5, 





1 agape of Radio Engineers will hold convention, New York, N. Y., March 10-12, 











{ American Railway Engineering Association will convene for annual session, Chicago, 
Iil., March 16-18, 1937. 





{ Texas Telephone Association will hold session, Dallas, Texas, March 16-18, 1937. 





{ Minnesota Telephone Association opens convention, St. Paul, Minn., 1937. > 














I American Society of Civil Engineers starts convention, New York, N. Y., 1937. 
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The Washington Outlook 
for Utilities—1937 


The new year should, in the opinion of the author, 

witness a diminution rather than an increase in the 

political pressure on the utilities, particularly with 
respect to public ownership. 


By FRANCIS X. WELCH 


ow that the New Year is once 
N more upon us—a New Year 
which witnesses a New Deal 
returned to office and in sweeping con- 
trol of both branches of Congress, it 
is seasonable to consider or reconsider 
the public utility problem. The “prob- 
lem” is chiefly political and the public 
utility concerned is chiefly the power 
industry. However, communications, 
gas, and to some extent carriers, are 
still in the rdle of bystanders (in- 
nocent or otherwise) in the attack of 
the administration on the power indus- 
try, and they are likely to get the 
traditional treatment given bystanders 


under such circumstances. So they 
will have to be in the picture even 
though power crowds the foreground. 

New Year’s Day in China, we are 
told, is a season of endings and he- 
ginnings, a time for settling old debts, 
cleaning up misunderstandings, and 
generally straightening out affairs so 
that the New Year will start, as far 
as possible, without any hangovers 
other than might result from overzeal- 
ous celebration of the festival itself. 
So, too, in our revaluation of this is- 
sue of the government and the public 
utilities, it might help a great deal to 
get a better view of our perspective. 
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Just what is involved in this question, 
and for how much? 

We hear a great deal about govern- 
ment ownership and, in truth, that 
seems to be the very nub of the util- 
ity controversy these days; but we 
rarely hear a disinterested argument 
on how far it has progressed or how 
far it is likely to progress. That 
ought to be the very starting point for 
drawing our New Year picture; so 
let us have a go at it. 

Public ownership does not exist in 
the telephone and carrier industries 
and is only negligible in the gas indus- 
try (a few scattered municipal plants), 
so that permits us to confine our at- 
tention to the power industry. Im- 
mediately there emerge two general 
classifications. Federal ownership and 
local ownership—meaning by the lat- 
ter municipal plants, county or public 
distribution systems, and state enter- 
prises. Looking at these two groups a 
little closer we perceive that the line 
of demarcation is not as sharp as 
might be assumed, owing to the fact 
that Federal money has wandered over 
the line, via Public Works Adminis- 
tration loans and grants, into the field 
of financing and partially endowing 
the construction of local plants. 


Fever characteristic of the Fed- 
eral group that stands out is the 
fact that under the Constitution (as 
interpreted by the Supreme Court in 
a case entitled Ashwander v. Tennes- 
see Valley Authority) the Federal gov- 
ernment itself is tied down to combina- 
tion properties which must involve 
navigation, flood control, irrigation, 
national defense, or other functions in 
which it is held proper for the govern- 
ment to engage. This is important be- 


cause it means, as a practical matter 
that the government can only develop 
hydroelectric power along our rivers 
and this in turn confines the Federal 
government to rivers at places where 
hydroelectric production is feasible as 
an incident to navigation, irrigation, 
and so forth. Power industry cham- 
pions claim that the government uses 
the “incident” as a subterfuge and 
stretches power production so far 
ahead of the “primary” purpose of 
navigation and so forth, that the tail 
wags the dog. There seems to be 
some sound basis for this accusation, 
but unless and until the courts inter- 
fere nobody else can do anything 
about it. So we have to take the situa- 
tion as we find it—for purposes of our 
New Year picture. 

From standard reference sources, 
we find that the Federal power pro- 
gram in its entirety, so far, involves 
an investment of less than three quar- 
ters of a billion dollars. We use the 
word “involves” because obviously 
not all of the Federal government’s in- 
vestment can be fairly charged against 
electric power. There is some money 
being spent for navigation, mood con- 
trol, etc., even granting that the gov- 
ernment would not have undertaken 
these projects for such purposes if 
power had been eliminated. 


HH’ much of this amount then can 
be allocated to power? Here the 
standard reference sources fail us for 
the simple reason that the Federal gov- 
ernment has not yet disclosed official 
figures on this point. We have to go 
to unofficial sources and use collateral 
evidence, such as the testimony of the 
army engineers before congressional 
committees on allocating costs at Bon- 
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latter neville dam. The ratio of power costs Roosevelt could change this forecast, 
velop | to nonpower costs naturally varies if he throws the full weight of his in- 
rivers | widely with each particular project. fluence behind Quoddy and he may yet 
sderal ® At Bonneville, power would account do so.) 
where § for between 75 and 80 per cent of the The summary in round figures is 
ble as H project cost, while at the Fort Peck shown below. 
ation, | dam power cost would probably be in 
ham- § the neighborhood of 3 per cent, pos- QO’ course interested parties could 
- uses sibly less. In the matter of Federal (and probably will) find a lot of 
and @ loans and grants for municipal plants, fault with these figures. For example, 
. far I of course, 100 per cent of the money the TVA total includes for the govern- 
se of I would have to be considered as going ment’s $125,000,000 original invest- 
e tail for power. ment in Wilson dam at Muscle Shoals 
o be Before giving a breakdown of these only the written-down value of $20,- 
ition, JB major items of Federal power invest- 000,000. Critics of the TVA com- 
nter- | ment, it must also be borne in mind plain that there is no more justification 
thing § that a number of these projects are yet for the government writing down this 
itua- to be completed, which means that the investment to less than one sixth of its 
f our J government is necessarily committed cost than there is for a holding com- 
to spend more money on them before pany writing up its assets to reflect an 
rces, [| they can be useful. The one exception unearned increment in their value. 
pro- to this is Passamaquoddy which is ap- However, here again we are just tak- 
olves parently likely to be written off as a_ ing the figures as they are reported to 
juar- [ $7,000,000 loss, offset only by the be treated and, by and large, they are 
> the amount of actual employment provid- close enough for purposes of our pic- 
yusly # ed and the questionable value of pre- ture. 
sin- liminary steps that may be salvaged in Our picture shows, therefore, that 
ainst the indefinite future. (President the government has expended a little 
oney 
con- = 
gov- Estimated Estimated Appropriation 
aken Projects Ultimate Cost Power Share To Date 


Tennessee Valley 

Boulder Dam 

Grand Coulee* 

Fort Peck 

Bonneville 

Central Valley 

Casper Alcova 
Non-Federal Projects** ... 





(PWA loans and grants) 





$1,377,700,000 


*The total estimates are for the final completion of the entire Grand 


Coulee project, including the so-called high dam. Under present con- 
gressional appropriation policy, however, the project must be developed 
in instalments, so that final completion may take a number of years and 
may never be accomplished. 

**The round figure $90,000,000 represents only the amount of Federal 
participation in these local projects to which contributions were also made 
in varying amounts by the constructing agencies. 
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more than a half billion for projects 
which include power production and 
that it will probably spend over a bil- 
lion and a third before it is finished, 
unless it thinks up some new projects 
to start in the meantime. Of this 
about three quarters of a billion will 
be allocable to power. 

Now let us look at the other side of 
the picture—the private industry. In 
the present period of rising values, 
there is also some difference of opin- 
ion about the exact amount of the pri- 
vate industry’s investment, but most 
authorities agree that it is between 
twelve and a half and fourteen billion 
dollars. Just to split the difference 
and avoid the hard-luck number, let 
us put down the private power indus- 
try’s investment at a little more than 
thirteen billion. 


S against our thirteen billion plus for 
the private industry we have the 
government committed for an invest- 
ment of three quarters of a billion for 
power, over half of which has already 


been spent. Now we're getting some 
place. To hear the “yardstick” enthu- 
siasts talk you'd think the taxpayers’ 
investment in the power projects was a 
mere bag of shells, made only for the 
purpose of teaching bad little boys a 
lesson. To hear the private power 
spokesmen talk, one might get the im- 
pression that the big, bad Federal wolf 
is not only completely devouring little 
Red Riding Hood, but has its eye on 
a number of other little industrial chil- 
dren, not all of which belong to the 
utility family. But now we can see 
in dollars and cents that neither ver- 
sion is entirely credible. At three 
quarters of a billion dollars the “yard- 
stick” is a very expensive lesson. As 


an industrial stake, it is outranked by 
more than 17 to 1. 

True, the competitive pressure (ac- 
tual and potential) of this Federal in- 
vestment is not evenly spread over the 
United States map. If it were, the 
private industry might bear its cross 
with less grumbling. Instead, the 
Federal government has not only con- 
centrated its power investments in cer- 
tain sections (notably the Tennessee 
river and Columbia river valleys) 
where certain local private operators 
feel the brunt of the impact, but it has 
also concentrated (for constitutional 
reasons already mentioned ) its invest- 
ment on two of the three stages of 
electric utility service. In other words, 
it has applied the bulk of its power 
dollars: (1) to creating generating 
facilities—which is the production end 
of the business; and (2) the balance 
to creating transmission facilities 


which is the wholesale delivery phase 
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of the business. It has avoided en- 
gaging (as a Federal body, at least) 
in the local distribution business 
which, for reasons peculiar to electric 
utility operations, is by far the most 
expensive end of the business. 


HE competitive effect of this sit- 
uation, therefore, is that the Fed- 
eral government is banging away at 
the private power industry at two 
phases of their business, and doing 
that in certain picked locations. But 
that is not all. By its encouragement 
of municipal ownership (through 
PWA loan-grants) we see that the 
distribution end of the business is also 
under attack, although not officially 
under the auspices of Uncle Sam. 
It might also be observed, in pass- 
ing, that the Federal power projects 
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ects will have to be born to pulse un- 
seen and waste their brilliance on the 
desert air. 

Be that as it may, it is small con- 
solation to those private utilities that 
are under fire to know that some of the 
New Deal artillery pieces in other sec- 
tors are firing wide of the mark, if 
any. To them the principal issue of 
concern during 1937 is whether the 
Federal government will call off the 
fight on their particular fronts. The 
most specific movement in this direc- 
tion was the TVA power pool negotia- 
tions started by President Roosevelt 
personally, during the recent campaign 
and which are still continuing. Con- 
flict within the TVA itself has com- 


involved can make peace with honor 
(to their own security holders), or 
will have to make peace at any price, 


is uncertain. One factor which may 
decide this is the decision of the U. S. 
Supreme Court regarding the validity 
of Federal financing of loan-grants to 
municipalities, such as was recently 
argued in the case of Duke Power Co. 
v. Greenwood County. (On December 
14th, the Supreme Court sent this case 
back to the lower court for retrial.) 
However, as most of the legal 
guessers appear to give the govern- 
ment the odds on such a test case, this 
writer will move from the purely 
legal to the practical question of 
whether PWA loan-grant policies 
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will be continued during the second 
administration of the New Deal. The 
consensus is that PWA may continue 
as a more or less permanent planning 
agency for public works, but that its 
heretofore fat purse will be tapered 
off as President Roosevelt moves to- 
wards balancing the Federal budget 
in anticipation of the congressional bi- 
election in 1938. After all, PWA as 
well as WPA, was organized primarily 
as an emergency bureau to relieve un- 
employment. It is not likely that the 
President will keep up the double 
budget bookkeeping that marked the 
emergency period if general economic 
recovery continues to blossom through 
1937. 


HIS does not mean that the chain 
of municipal plant distribution 
systems now blossoming in the Ten- 


nessee valley area, notably in Tennes- 


see, will fade out altogether. If this 
were to come true, private utilities in 
the TVA area might emerge with 
hardly a scar, and TVA itself, faced 
with the necessity of disposing of in- 
creasing power supplies, would almost 
be compelled to seek codperation of 
private utilities owning existing distri- 
bution facilities. 

It is to be expected, however, that 
emergency or no emergency, the New 
Deal would not let its favorite child— 
TVA—get into such trouble. Conse- 
quently, PWA and even TVA, which 
has certain lending powers (of doubt- 
ful constitutionality, some say) under 
its authorizing statutes, would go to 
the rescue of those “TVA municipali- 
ties,” which could not muster enough 
ready cash for distribution plants of 
their own. But could the Federal gov- 
ernment take care of all or most of 


them? Probably not. Furthermore, 
some of these cities committed to pub- 
lic ownership, such as Chattanooga, 
have local legal difficulties of their 
own to clear up. 


HE best guess as to the outcome 

of the whole situation, balancing 
the desire of the Federal government 
to keep TVA as “public” as possible, 
while at the same time cutting down 
general government spending against 
the desire of private utilities in the 
TVA area to protect their investment 
in existing properties would be that, 
since both sides have something to 
trade, a deal will result. In other 
words, a cooperative arrangement will 
probably be worked out involving a 
series of compromises on local plant 
situations and peace will finally come 
to the Tennessee valley. If this fore- 
cast proves accurate, it is also likely 
that the calendar year of 1937 will 
witness its accomplishment, at least 
for the most part. 

Elsewhere, the utility outlook for 
1937 in the direction of public owner- 
ship competition seems unsettled to 
the naked eye, but in reality perhaps is 
not so threatening. The same likeli- 
hood that PWA activities will be cur- 
tailed as government spending is 
tapered off, tends toward the diminu- 
tion of the current wave of municipal 
plant agitation that is still sweeping 
the country. 

Understand, PWA still has money 
to spend and will possibly get more, 
but not nearly as much as it received 
in 1935 and 1936. There are various 
Federal and non-Federal projects, 
which involve power production or 
distribution, in various stages of con- 
struction and it is only reasonable 
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to suppose these will be completed. 
Furthermore, PWA has still over 
3,000 applications for local improve- 
ments on file, some of which undoubt- 
edly involve utilities. 


| @ genie the same incentive to 
complete public works projects 
of a utility nature already under way 
will, in view of a desire to cut down 
Federal spending, also mean less dol- 
lars available to undertake new proj- 
ects. And so, the situation on this 
front Icoks more promising for pri- 
vate utility operations in 1937. That 
statement takes in gas companies and 
even independent telephone companies. 
(WPA did, last year, make one grant 
to a small municipal telephone venture 
in French township, Minnesota. ) 
There will naturally be an after- 
math of the municipal plant agitation, 
even when Federal subsidy is with- 
drawn. Agitation once started cannot 
be stopped abruptly. Some of the 
smaller cities, when this agitation has 
reached a climax, will even carry on 
municipal plant plans on their own 
credit. By and large, however, we 
may expect the municipal plant drive 
to slacken during 1937 and 1938, and 
start to diminish during 1939, return- 
ing to the downward trend, in such es- 
tablishments, that was interrupted by 
the public works policies and antiutil- 
ity policies of the New Deal in 1933. 


The most important and uncertain 
angle of this picture, however, is the 
possibility of new Federal power proj- 
ects during 1937. So far, as we have 
seen, the Federal ventures have not 
greatly injured the private power in- 
dustry of this country as a whole. 
There are, however, in the minds of 
many New Deal antiutility congress- 
men a number of plans which, if 
adopted, would not only injure the 
private industry but threaten its very 
existence. 


|S pene and most formidable of 
these is the proposed Mississippi 
Valley Authority bill which will al- 
most certainly be reintroduced in the 
new Congress by Senator Norris of 
Nebraska. Hearings on this MVA 
bill in 1936 brought out the fact that 
its scope would be almost coextensive 
with the watershed of the Mississippi 
river (barring the Ohio river valley 
which would be allocated to TVA). 
To get an idea of the size of this terri- 
tory, compare it roughly on the United 
States map with the area contained in 
the Louisiana Purchase from Napo- 
leon Bonaparte, and it will be readily 
seen that if such an area were as ex- 
tensively developed as the TVA is be- 
ing developed, it would truly as one 
utility executive stated, “break the 
very backbone of the private indus- 
try.” 


e 


“ALTHOUGH its present temper and spirit is rather anti- 
q utility and the REA, through the encouragement of non- 
profit codperatives, may seem to do its best in some sections 
to harass private utilities, these are mostly local squabbles 
of comparatively little consequence. The net ultimate effect 
of REA activity is likely to be more helpful to private 


utilities than detrimental.” 


9 
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However, its size is its weakness. 
Leaving sentiments as to public own- 
ership in principle to one side, the very 
sprawling, loose character of the 
MVA bill condemns it in the eyes of 
practical congressional leaders. It is 
doubtful if the President is in favor 
of it, and it is very doubtful if it 
would pass, even if he were in favor 
of it. Thus, the present discernible 
chances for this bill in 1937 are poor 
for two reasons already mentioned: 
(1) the MVA plan is too unwieldy 
and confused to gain approval of those 
who might otherwise favor it on gen- 
eral principles; (2) its tremendous 
cost condemns it during a period when 
government debt must be curtailed, or 
at least not increased. 


ws similar reasons the outlook for 
various other new projects involv- 
ing power is clouding. Some local 
flood control or navigation improve- 
ments here and there will probably get 
under the wire of congressional ap- 
proval, but these are not likely to con- 
tain power of any consequence. 

In a class by itself is the proposed 
St. Lawrence Waterway Project. If 
approved in the form heretofore sug- 
gested, this project would not only 
develop a lot of power, but it would 
develop it right in a territory where it 
would compete most seriously with ex- 
isting privately owned facilities in the 
important upstate New York area. 
The outlook is for a close fight in the 
Senate (where a two-third majority is 
necessary) if a new St. Lawrence 
treaty is presented. Notwithstand- 
ing President Roosevelt’s hints to the 
contrary, a new treaty may not be pre- 
sented to the Senate for either one of 
two reasons: (1) the administration 


might discover beforehand that it did 
not have enough votes to ratify; (2) 
Canadian complexities may interfere. 

The St. Lawrence proposal is some- 
what complicated by reason of the fact 
that the treaty that was beaten in the 
Senate in 1934 was based upon cer- 
tain understandings as to power be- 
tween the Dominion of Canada and 
the province of Ontario—an agree- 
ment which has since expired. On- 
tario at present does not want any 
more powei from the St. Lawrence or 
any other source. She has mcre than 
enough already, and her officials have 
told the Dominion so emphatically. 
With Ontario balking, it is difficult to 
see just how a new treaty could be 
arranged, even assuming that the 
Dominion and the United States were 
both agreeable. Opponents of the 
treaty in the U. S. Senate are already 
suggesting that Canada approve the 
St. Lawrence Seaway Project before 
it is submitted to the Senate for a vote. 
If that program were followed, it 
might never be submitted. 


SIDE from the Canadian situation, 
however, this writer fails to 
agree entirely with optimistic reports 
put out by the Washington lobby for 
the St. Lawrence Seaway. It will be 
recalled that the Senate vote on the 
treaty in 1934 was 42 opposed and 46 
in favor (64 necessary for ratifica- 
tion). Now assuming that Senators 
who voted “no” in 1934, and who are 
still in the Senate vote the same way, 
and resolving all Democratic Senate 
replacements in favor of the treaty 
(taking due notice vf absences and 
paired votes), the treaty would still 
fail by a single vote. -Again, this 
treaty never was a partisan issue. The 
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The Antiutility Political Pressure 


te HE New Year should witness a diminution rather than an 

increase in the political pressure on utilities, particularly 

with respect to public ownership. There will be much talk in 

Congress—some of it quite fearful, but real damaging action 

to utilities is not expected with the possible exception of the 
St. Lawrence Waterway Project.” 





division, which almost ignored party 
lines in 1934, was chiefly between 
grain-producing states in the Northern 
and Middlewest, and Eastern sea- 
board states. Thus, the late Senator 
Huey Long voted against the treaty 
in the interest of the port of New Or- 
leans, as did Senator Tydings in the 
interest of the port of Baltimore. 
Therefore, the outlook on the St. 
Lawrence Seaway in 1937 is for a 
close fight with the chances slightly 
favoring its defeat. If it should be 
put over, however, watch for a drive 
by the New York State Power Au- 
thority to get the state law changed so 
as to liberalize restrictions on the op- 
erations of that body (which would 
largely take over St. Lawrence power 
development from the American side 


of the river). 

N present the New York statute re- 
stricts the Authority to financing 

on its own credit and preparing mar- 

kets before construction and operation. 
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Whether the relatively conservative 
Governor Lehman of New York 
would, under pressure from Washing- 
ton, consent to such “liberalizing” 
amendments is problematic; but if the 
change were made, New York state 
electric (and even gas) utilities could 
look for trouble from the New York 
State Power Authority, once St. 
Lawrence power became a fact. 
Turning from the troublesome sub- 
ject of public ownership to other 
points of contact between the govern- 
ment and the utilities, it would appear 
that Washington in 1937 is likely to 
see more court action than legislative 
action. Approval of two major regu- 
latory laws may be expected: (1) 
a bill to regulate the gas industry in 
interstate commerce, following gener- 
ally the lines of the Lea bill lost in 
the last session; (2) a bill to set up 
some authority to take over and co- 
ordinate operations of Federal proj- 
ects on the Columbia river. It is likely 
that this second measure will also pro- 
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vide for a consolidation of rate poli- 
cies of all Federal power operations— 
probably under the Federal Power 
Commission. 


HE holding company bill is now 

locked in a life-or-death court 
battle. It is likely to stay there during 
1937. Certainly the Federal govern- 
ment is not moving very lively to get 
it out. Just why the government is 
stalling on this (despite official profes- 
sions to the contrary) is somewhat 
puzzling. 

One would think offhand that it 
would be to the advantage of the 
government to get this bill cleared up, 
but instead it keeps playing against 
time, either in hope of getting a more 
favorable Supreme Court membership, 
or tiring the utility companies into at 
least registering so that it will then be 


in the position of having the Holding 
Company Act tested piecemeal instead 


of in its entirety. In any event, we 
cannot depend on any final solution of 
the holding company struggle in the 
early part of 1937 at least. Court de- 
cisions may clear up the situation to- 
ward the fall of the year. 

The Rural Electrification Adminis- 
tration should have a busy season. By 
and large, this agency is not likely to 
affect the private utility industry very 
much one way or the other. Although 
its present temper and spirit is rather 
antiutility and the REA, through the 
encouragement of nonprofit codpera- 
tives, may seem to do its best in some 
sections to harass private utilities, 
these are mostly local squabbles of 
comparatively little consequence. The 
net ultimate effect of REA activity is 
likely to be more helpful to private 
utilities than detrimental. 


S a government agency, REA will 
have an increasingly hard row to 
hoe as the years goon. Under its en- 
abling act, it should lend (not spend) 
$50,000,000 a year for farm electrifi- 
cation for the next eight years. So 
far it seems to be having diffic ilty 
getting the quota of sound loans on 
its books for 1936. Naturally, these 
early loans are the easiest to make— 
like “skimming cream” (to use an ex- 
pression popular at REA headquar- 
ters). It will be up against an increas- 
ingly difficult problem every year. The 
final solution may be to extend its 
rural lending activities into other mat- 
ters beside rural electrification. (AlI- 
ready it has branched into financing 
farm wiring and may include appli- 
ances and plumbing.) In this event, 
gas and telephone companies may sit 
up and take notice. The situation is 
nothing to be disturbed about, how- 
ever, certainly not during the year 
1937. 

Finally, we have the special tele- 
phone investigation which is going on 
under the Federal Communications 
Commission. Available funds for this 
should give out about February 1, 
1937. Before or about that time the 
FCC is likely to complete the so-called 
“general” features of its special inves- 
tigation into the Bell system; that is 
to say, those phases of the investiga- 
tion other than the national toll rate 
case which was announced last sum- 
mer. Inasmuch as this “general” 
phase of the investigation has brought 
forth more criticism than constructive 
results, the FCC is likely to concen- 
trate on the toll rates case. For this it 
will probably receive some additional 
funds from Congress. Ultimately the 
toll rate case may become part of the 
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“ Electricity in Cold Storage? 

“4 Pees storage electricity, an amazing form of electrical 
A energy which has existed up to now only in a few 
, scientific laboratories, was suggested recently to a meeting 
le of 1,000 physicists as a step toward ending the troubles and 
d high expense of power transmission. 






At about 458 degrees below zero Fahrenheit, a little more 
than one degree above absolute zero where heat ceases to 
exist, laboratories have discovered that several metals lose all 
resistance to electric current. A current turned through a 
short loop of wire at 458 below zero, for an eighteen 
hundredth of a second, stays in the wire as if it were water 
in a hose. Electric current has been bottled for days in this 
way and is then flowed oui of the wire, without loss of any 
sort due to storage. 

This laboratory wonder is known as supra-conductivity. 
It has been found in lead, tin, mercury, and some other metals. 
The extreme expense of making the low temperatures has 
prevented practical applications. The phenomenon is covered 
in a report by Messrs. Zay Jeffries and E. Q. Adams of the 
General Electric Company's laboratories. 
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In Defense of Ontario Hydro 


An answer to some of the criticisms of the 
Canadian government power enterprise 


Internally, says the author, Hydro has been clean. Its record has been 
marred by no financial scandal. It has never lent itself to schemes of 
get-rich-quick promoters. It has confined the use of water to its 
hydro plants and its capital account is above reproach. Its financial 
policy, generally speaking, has been most conservative. In short, to 
those who are in position to know it best, Hydro needs no defense. 


By FERGUS J. 


P in Ontario they don’t speak of 
| | electricity, they call it Hydro. 
An old lady talks of having had 
the Hydro installed in her home in a 
tiny back country village. A child of 
ten refers to the clicking of an electric 
switch as turning on the Hydro. Hy- 
dro, of course, is short for the Hydro 
Electric Power Commission of On- 
tario and its associated municipally 
owned distributing systems. On its 
native heath Hydro needs no defense. 
It is true that with respect to minor 
matters of policy it is frequently the 
subject of criticism. However, the 
general idea of Hydro, that of a pub- 
licly owned system supplying electric- 
ity at cost, has never recently been 
questioned by any considerable body 
of public opinion in Ontario. 
To have been raised in the province 
of Ontario since the inception of Hy- 


McDIARMID 


dro is to have been exposed to the Hy- 
dro virus and probably been infected 
by it. This germ is very deadly. Once 
under its influence one is likely to re- 
gard any attack made upon Hydro al- 
most as a personal affront. To persons 
so afflicted an article appearing in the 
ForTNIGHTLY in June, 1935, was pro- 
foundly disturbing. This article, writ- 
ten by William H. Onken, Jr., and 
entitled “Ontario’s Golden Idol with 
Feet of Clay,” suggested that Hydro 
was somewhat short of perfect. When 
in the ForTNIGHTLY of September 24, 
1936, in an article entitled “The ‘Hy- 
dro’ of Ontario” Mr. Onken commit- 
ted his second offense against Hydro it 
seemed that the matter called for an 
investigation. Could it be that the 
population of Ontario, which is super- 
saturated with MacTavishes, McDon- 
alds, and MacGregors, might collec- 
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tively have spent its money foolishly. 
In his most recent article Mr. Onken 
compares the record of Hydro with 
that of the privately owned power 
companies of Quebec very much to the 
advantage of the latter. From his 
comparison he reaches the following 

major conclusions : 
1. Hydro has been ruthless and 


confiscatory in its dealing with private 
companies. 


2. The privately owned utilities of 
Quebec have made more efficient use 
of capital than Hydro, developing 
more power at less cost. 


3. The Quebec companies dispose 
of electricity at a lower average rate 
than Hydro. 


4. Hydro’s finances have not been 
soundly conducted. 

5. Hydro lacks aggressiveness in 
pushing its service into remote 
regions, and is backward in not pro- 
viding interconnections between its 
systems. 


HE Critics of Hydro have in gen- 

eral shrunk from placing their 
target in clear view before opening 
fire. Let us do so. 

Let us consider the basic conditions 
under which this great enterprise came 
into being. There was agitation over 
electric rates in Ontario in the early 
years of the century. However, there 
has been plenty of such agitation at 
various places and various times 
and there is only one Hydro. Turn, 
therefore, to a consideration of the 
Canada of the time—a young coun- 
try in an expansive mood, a young 
country which was giving away 
land in the West at the rate of a 
Belgium and Holland a year. This 
young country of six million people 
had built and was building transcon- 
tinental railways, made possible only 


by the collective backing of the peo- 
ple, expressed through government 
aid. 

To jump from railways to electric 
power was not a difficult feat. Also 
there was a leader. Before people can 
collectively and intelligently act along 
constructive lines it seems that there 
must always be a leader. Adam Beck 
was lucky. The word Communist had 
a meaning only to a small group of in- 
telligensia in the Ontario of 1906. 
Moreover, the sturdy burghers of To- 
ronto would probably have classed a 
socialist as a promoter of church so- 
cials. So the opponents of Adam 
Beck were extremely handicapped for 
lack of a word with which to revile 
him. 


S° by an act of the Ontario legisla- 
ture of 1906 the Hydro Electric 
Power Commission of Ontario came 
into being. Not until October, 1910, 
however, did the citizens of Kitchener 
first receive Niagara power over the 
lines of Hydro. By the end of that 
year 10 Ontario communities were re- 
ceiving such power. Now after twen- 
ty-six years of operation Hydro sup- 
plies about 750 municipalities of which 
390 are urban municipalities and 360 
are townships. 

Except in the case of rural power 
districts operated on behalf of town- 
ships directly by the commission, the 
Hydro Electric Power Commission of 
Ontario is not a retailer of power. It 
owns power plants and transmission 
lines in which it has invested $296,- 
000,000. It sells power at wholesale 
to industry. The distribution proper- 
ty, however, is owned and operated by 
the various municipalities through the 
medium of local commissions, For 
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Low Rates for Domestic Service 


a 


ENERALLY speaking, there is nowhere that a 
kilowatt hour does so much to advance the 


standard of living of a community as in the home. 
In 1935, in 25 Ontario cities having a population of 
over 10,000, the average domestic usage ranged from 


1,056 all the way up to 4,740 kilowatt hours. 


This 


power was sold at average rates ranging from 2.3 
cents to .8 cents per kilowatt hour.” 





example, if you are a resident of Ot- 
tawa you deal with the Ottawa Hydro 
Electric Commission which purchases 
power from the Ontario Commission. 
The property of these municipally 
owned distribution systems represents 
an additional investment of $112,000,- 
000. 

To round out the picture there is 
one additional item of investment 
which must be mentioned. To make 
possible the construction of certain 
rural lines, the provincial government 
has advanced in the form of grants 
half the cost of construction of these 
lines. The sum total of these grants 
to date amounts to about $9,500,000, 
or less than 2.3 per cent of the total in- 
vestment in Hydro, and this represents 
the only money provided by the gen- 
eral taxpayer for the construction of 
Hydro plant. These grants have been 
justified as a measure of social better- 
ment and have carried with them a 
very general public approval. 


C 


AN the charge be substantiated 
that Hydro has been ruthless and 
confiscatory in its dealings with estab- 
lished private companies? 

For the most part it has been a 


pioneering enterprise, constructing 
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power plants and lines where none ex- 
isted before. On occasion, however, 
it grew by assimilating already exist- 
ing systems, which it did under au- 
thority of an act of the Ontario legis- 
lature. Let us consider the major 
cases. In 1917, Hydro acquired the 
property of the Ontario Power Com- 
pany which owned a power plant at 
Niagara Falls. It did so by purchas- 
ing the capital stock of the company 
and guaranteeing its bonds. The pur- 
chase price included over $7,000,000 
for water rights. Somewhat similar 
was the story of the acquisition of the 
property of Toronto Power and its 
affiliated companies. These companies 
owned a plant at Niagara and trans- 
mission lines to Toronto. They also 
owned a distribution system in that 
city. Hydro bought them out in 1920 
by purchasing their stock and giving 
Hydro bonds in exchange for their 
bonds. This was no doubt a break for 
the bondholders since the credit of 
these companies was weak at the time. 
There appears to have been no ele- 
ment of unfairness in the acquisition 
of any of these properties. 

Consider now the case of the On- 
tario Power Service Company—which 
was Hydro’s most recent major ac- 
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quisition. This company owned a 
property away up north on the Abitibi 
river. Early in the depression it went 
bankrupt and its bonds were selling in 
the low thirties. Then in 1933 Hydro 
took it over, paying the bondholders 
70 cents on the dollar. If anything, 
the action of the Hydro Commission 
erred on the side of generosity and 
for this it was roundly criticized. 
However, for the bogged-down bond- 
holders it was a life saver, not the act 
of a ruthless tyrant. 


H* Hydro ruthlessly crushed pri- 
vate competitors? Consider the 
case of Ottawa Light, Heat and 
Power, a fine privately owned util- 
ity which competes with the Ottawa 
Hydro Electric Commission for the 
electrical business of Canada’s cap- 
ital This competition has existed 
since Hydro first set up shop in 
Ottawa in 1914. Since that time, 
in spite of the very rapid growth of 
Hydro’s Ottawa business, the busi- 
ness of the private company has more 
than doubled and it has been able to 
pay its usual dividend of 6 per cent 
on its common stock throughout the 
depression. There have been no rate 
wars between the two systems, the 
rates being the same and unchanged 
since 1918, and relations between the 
two systems have always been most 
harmonious. Compare this situation 
with the bitter and wasteful warfare 
being waged between publicly and pri- 
vately owned systems in the United 
States. 

In comparing the Ontario Hydro 
with the power companies of Quebec, 
Mr. Onken has committed most of the 
sins commonly ascribed to the yard- 
stickers of the New Deal. In compar- 


ing the record of hydroelectric devel- 
opment in Ontario with that of Que- 
bec one should reserve at least half 
an eye for the differing geography of 
the two regions. Take a map of On- 
tario. Draw a straight line from the 
southern extremity of Georgian bay to 
Pembroke, 100 miles above Ottawa on 
the Ottawa river. South of that line 
live at least 85 per cent of the people 
of Ontario, yet this southern part of 
the province is as poor in hydroelectric 
power as the state of Ohio—except at 
two points. One point is the St. 
Lawrence river which must await the 
signing of an international treaty be- 
fore development can take place. The 
other point is Niagara Falls. At the 
Falls Canada has the right to divert 
36,000 cubic feet of water per second. 
Of this amount, 10,000 cubic feet is 
used in the plant of the Canadian 
Niagara Power Company, nearly all 
the output of which is sent over into 
the United States. The remaining 
26,000 cubic feet per second is used in 
the plants of Ontario Hydro and on 
it the people of southern Ontario are 
largely dependent for power. 


- Drencsusgs to the general belief, the 
power generated in the Niagara 
plants of Ontario Hydro is not excep- 
tionally cheap power as hydraulic pow- 
er costs go in Canada. The two older 
plants, the Toronto power station and 
the Ontario power station were built 
in the early years of the century. They 
are now carried on the books of Hy- 
dro at $104 and $163 per kilowatt of 
capacity respectively. As the demand 
for power in Ontario increased, it be- 
came necessary to squeeze every last 
kilowatt out of the available water, 
even if this involved increasing the 
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unit cost of the power generated. The 
Queenston plant, utilizing nearly all 
the drop between Lake Erie and Lake 
Ontario was the answer. Situated on 
the Niagara river below the lower 
rapids, it uses water diverted at a point 
above the upper rapids and carried to 
the plant through a canal 13 miles 
long. In places this canal had to be 
cut to a depth of 143 feet, 85 feet 
through solid rock. Built at a time 
when costs were at their peak the 
Queenston plant cost $205 per kilo- 
watt of installed capacity, over half 
the cost being in the canal. It is, 
therefore, an expensive development 
for Canada. The greater part of the 
available water is now used in the 
Queenston plant; the Ontario station 
carries a fair load, but the relatively 
inefficient Toronto station is used 
largely for peak load purposes. The 


output of these stations as a group is 
severely limited by lack of water. 
Taking all these facts into considera- 
tion, the myth that Ontario Hydro has 
at Niagara an inexhaustible supply of 
almost costless power to draw on has 
been exploded. 


OW examine the situation in Que- 

bec. From the flat Ontario 

shore of the Ottawa river look across 
at the green Laurentian mountains of 
the French province. Out of those hills 
flow rivers which are swift and tur- 


q 
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bulent streams, ideal for power devel- 
opment. As a result, great steel 
transmission lines step down out of 
the hills at intervals as we drive along. 
Consider the St. Maurice. On that 
unostentatious stream within 100 
miles of Montreal, 33 per cent more 
power was produced in 1935 than was 
generated in all of the Hydro Com- 
mission’s plants at Niagara, and at a 
considerably lower unit cost. Why 
was the cost lower? Partly because 
it is cheaper to throw a concrete dam 
across a narrow stream than it is 
to blast a canal for 13 miles through 
solid rock. The magnificent plants of 
Shawinigan Water and Power cost 
less than $150 per kilowatt of capacity 
to construct. In addition they are not 
handicapped by lack of water. 

Add to the St. Maurice the Sague- 
nay, the Gatineau, the Lievre, and a 
dozen other streams, and throw in the 
huge 1,500,000 horsepower site at 
Beauharnois on the St. Lawrence, 
right at Montreal’s back door, and it 
becomes apparent why Quebec has 
outstripped Ontario in the matter of 
hydroelectric power development. In 
the first place Quebec has known wa- 
ter-power sites capable of developing 
over 13 million horsepower against 
less than 7 million for Ontario. Not 
only are Quebec’s power sites capable 
of cheap development, but more im- 
portant still, a large proportion of 


“To make possible the construction of certain rural lines, 
the provincial government has advanced in the form of 
grants half the cost of construction of these lines. The sum 


total of these grants to date amounts to about $9,500,000, 
or less than 2.3 per cent of the total investment in Hydro, 
and this represents the only money provided by the general 
taxpayer for the construction of Hydro plant.” 
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them are situated in inhabited regions 
and within transmission distance of 
the large centers of population. Most 
of Ontario’s sites, on the other hand, 
excluding those at Niagara and on the 
St. Lawrence, are situated on rivers on 
the Hudson bay watershed where one 
is lucky to meet a single Indian or pros- 
pector in a week’s travel by canoe. 
This also explains why the Ontario 
Hydro imports power from Quebec. 
Quebec is the nearest, shall we say the 
only, available major source of cheap 
power with which to supplement the 
output of its Niagara plants. 


How it is not by the number 
of his talents but by the use made 
of them that a man is to be judged. 
Substitute kilowatt hours for talent 
and we shall see wherein the chief 
strength of Hydro’s case lies. Gen- 
erally speaking, there is nowhere that 


a kilowatt hour does so much to ad- 
vance the standard of living of a com- 
munity as in the home. In 1935, in 
25 Ontario cities having a population 
of over 10,000, the average domestic 
usage ranged from 1,056 all the way 
up to 4,740 kilowatt hours. This 
power was sold at average rates rang- 
ing from 2.3 cents to .8 cents per kilo- 
watt hour. 

How does this situation compare 
with that prevailing in Quebec? A 
comparison between Toronto and 
Montreal is the most obvious one. 
Montreal is served by Montreal Light, 
Heat and Power, the largest and 
strongest privately owned utility in 
Canada. Its domestic customers out- 
number by 33 per cent those of the 
Toronto Hydro Electric Commission. 
Yet in 1935 they purchased only 115 
million kilowatt hours of current as 


compared with 303 millions purchased 
by those of Toronto Hydro. The 
average domestic usage in Montreal 
was 552 kilowatt hours against 1,944 
in Toronto and the average rates paid 
were 3.0 cents and 1.3 cents, respec- 
tively. All this was in spite of the fact 
that power can be brought to the city 
gates of Montreal at a very much low- 
er rate than the $26.10 per horsepower 
year which the Toronto Hydro Com- 
mission paid in 1935. Gas rates in 
Toronto are somewhat higher than in 
Montreal, in spite of which the gas 
usage in Toronto very materially ex- 
ceeds the Montreal usage. 


HAT happens when power is 

available to Hydro at really low 
prices? Such a situation is found at 
Ottawa. The Ottawa Hydro Electric 
Commission obtains power from a 
Quebec company at a price which is 
roughly in line with that for which 
power is brought into the Montreal 
area. In Ottawa in 1935 Hydro sold 
an average of 3,910 kilowatt hours per 
domestic customer at an average rate 
of .9 cents. In Ottawa, a domestic 
consumer can buy 500 kilowatt hours 
from Hydro for $3.92. This month- 
ly usage costs $9.38 in Montreal. In 
Fort William at the head of Lake Su- 
perior, Hydro did even better than in 
Ottawa, selling to domestic customers 
an average of 4,740 kilowatt hours at 
an .8-cent rate. 

In his latest article Mr. Onken 
makes this surprising statement: “It 
is only where there is no gas available 

that much electricity is used in 
the homes of Ontario.” This state- 
ment is surprising in view of the fact 
that gas service had been established 
in most Ontario cities long before the 
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What Ontario Hydro Has Done 


Hydro has shown scrupulous regard for previously made 
private investments. In the course of its growth, too, Hydro has 
successfully overcome serious geographic obstacles. It has been 
imbued throughout with a progressive and pioneering spirit which 
led it to lower rates and pushed the domestic usage of electricity to 
unprecedented levels in spite of the relatively high cost of electrical 
appliances in Canada. This spirit has also led Hydro to make 
electric service available in remote and thinly populated regions.” 


is) 





tario is higher than in Quebec. This 
is to be expected in view of the widely 


advent of Hydro and this service still 


exists. In Toronto, Hamilton, and 


Ottawa artificial gas is provided at 
rates which are in rough agreement 
with those prevailing in the United 
States for such gas. In London, how- 
ever, natural gas is available at rates 
which have brought it into extensive 
use for house-heating purposes. And 
in London in 1935, the average do- 
mestic sale of electricity was 2,556 
kilowatt hours. This compares with 
an average domestic usage in the Unit- 
ed States of less than 700 kilowatt 
hours. It seems to be true over the 
Hydro System that domestic usage of 
electricity depends more upon the 
wealth of the community and on the 
rates than on the availability of gas 
service. 
. is quite right to say that the aver- 
age rate charged for power in On- 
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differing conditions under which pow- 
er is sold in the two provinces. Take 
the case of Shawinigan, the largest 
power producer in Quebec. In 1935, 
this system had the stupendous input 
of 5,315 million kilowatt hours, but 
only 2.2 per cent of this power was 
sold at retail. A trifling fraction more 
reached retail consumers over the lines 
of Montreal Light, Heat and Power, 
but the great bulk was used in paper 
mills and aluminum and _ chemical 
plants. Such power is sold at the very 
low rate of about one fifth of a cent 
per kilowatt hour. Much of it is used 
to generate steam in boilers. Only to 
a very limited extent can Ontario af- 
ford to use electricity for such pur- 
poses. Energy there is in too great 
demand for what may be termed more 
socially desirable uses. Hydro must 
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conserve its current to do the work 
of the household, to light commercial 
buildings, and to provide motive power 
in factories. Naturally the average 
rate charged per kilowatt hour is high- 
er than in Quebec. However, it has 
been the policy of Ontario Hydro to 
develop electricity into a mighty con- 
venience to living, while in Quebec it 
has been viewed primarily as a raw 
material of industry. 

However, it is a mistake to infer 
that the domestic consumer in Ontario 
has been kept in velvet at the expense 
of the industrial user. The following 
data invalidate such a conclusion. In 
1935, the Hydro System generated 
and purchased 6,918 million kilowatt 
hours for which it received from ulti- 
mate consumers less than $42,500,000. 
Assuming line losses to be 20 per cent 
of the system input, the average rate 
charged to all classes of customers was 
about .75 cents per kilowatt hour. 
Take into account the fact that domes- 
tic users pay an average rate of about 
1.5 cents and commercial users about 
2 cents, and it will follow that the 
average industrial rate must be low by 
any ordinary standard of comparison. 


W™ of the charges that Hydro 
has played fast and loose in the 
financial sphere? In sizing up a util- 
ity as a field for investment there is 
no phase of financial policy to which 
the intelligent investor devotes more 
attention than to the provision being 
made for the renewal of property and 
the retirement of debt. This reflects 
not only the present soundness of the 
enterprise, but also the fundamental 
character of the management. If the 
renewal of property is being inade- 
quately provided for, it probably 


means that the capital value of the 
enterprise is being paid out in stock- 
holders’ dividends and that the bond- 
holders are being left to hold the bag. 
The record of Hydro in this respect 
has been compared with the average 
of thirty-nine large American utilities 
belonging to six holding company sys- 
tems, and also to the average of seven 
leading Quebec utilities. 


Provision Mape In 1935 ror Property 
RENEWAL AND Dest RETIREMENT 


39 American 7 Quebec Hydro 
Utilties Utilities System 
Expressed as per 
cent of operating 
revenue } 
Expressed as per 
cent of property 
book value ..... 1.36% 


10.8% 27.1% 


97% 3.22% 


The figures in this table speak vol- 
umes for the financial conservation of 
Hydro management. Incidentally they 
demolish the argument that the low 
rates of Hydro are made possible by 
the fact that the system pays very lit- 
tle in taxes. In 1935, the electric util- 
ities of the United States paid out an 
average of 14 per cent of their gross 
revenue in taxes, while those of Que- 
bec thus paid about 8 per cent of their 
gross. It will be observed that the 
extra provision which the Hydro Sys- 
tem made for property renewals and 
debt retirement more than counterbal- 
ances the amount of taxes paid by the 
private utilities. 


ii should be borne in mind also that 
the $12,500,000 deficit which Hy- 
dro incurred during the depression 
years was arrived at only after setting 
aside annually over $11,000,000 as 
provision for property and debt retire- 
ment. The deficit incurred was met 

1In the case of Hydro, this is taken as 


the total revenue received from ultimate con- 
sumers outside the system. 
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out an average of 14 per cent of their gross revenue in 


q “In 1935, the electric utilities of the United States paid 


taxes, while those of Quebec thus paid about 8 per cent 


of thew gross . 


the extra provision which the Hydro 


System made for property renewals and debt retirement 
more than counterbalances the amount of taxes paid by 


the private utilities.” 


e 


out of surplus, which is precisely what 
surpluses are for. Hydro like the 
American Telephone and Telegraph 
Company had heard the story of the 
seven fat and the seven lean years in 
Egypt. The surplus of A. T. and T. 
was allowed to decrease $117,000,000 
during the depression. 

Can the fact that the Hydro, a self- 
liquidating enterprise, has still a net 
bonded indebtedness of $273,000,000 
be termed a sin? Remember that the 


Hydro System represents a total in- 
vestment to date of $408,000,000. 
Remember also that this investment 
was entirely financed through bonds 


and earnings. Take into account the 
fact that much of it is quite recent, 
most of it in the last fifteen years. 
Observe what progress has been made 
to date! Already nearly $68,000,000 
of debt has been retired or has had 
provision made for its retirement 
through sinking funds. In addition 
a property retirement reserve of nearly 
$56,000,000 has been accumulated for 
the entire system. Can any privately 
owned utility point to a more conserv- 
ative record of finance? 

A brief perusal of a map of the Hy- 
dro System will settle some of the 
minor charges against Hydro. Take 
the matter of interconnections. The 
Niagara, Georgian bay, and eastern 
Ontario systems of Hydro adjoin each 


other and are now interconnected. 
Delay in interconnecting these sys- 
tems arose from the difference in 
cycleage in the power used in the dif- 
ferent systems. 


HE northern Ontario properties 

of Hydro are not connected to the 
southern systems because the chief 
generating station of these properties, 
the Abitibi Canyon Development, is 
separated by several hundred miles 
from the generating stations of the 
southern systems. On the northwest 
shore of Lake Superior the Thunder 
Bay System of Hydro has come into 
being, and derives its power from two 
large developments on the Nipigon 
river. These devolpments are separat- 
ed by hundreds of miles of unspeak- 
ably rough and uninhabited country 
from the other properties of Hydro to 
which it is claimed by some that it 
should be connected. Here again the 
answer to the interconnection query 
is geography, not any backwardness 
on the part of Hydro. 

Let us take one last look at the map. 
What are those minor indications far 
to the northwest of Lake Superior? 
One is at Ear Falls on the English 
river and one at Rat Rapids on the 
Albany river. These points are sepa- 
rated by many miles of almost track- 
less bush from the nearest railroad or 
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even road. Yes, they are Hydro sta- 
tions put there by Hydro to serve gold 
mines in the region. Would an elec- 
tric system suffering in the least from 
lethargy or lack of the pioneering 
spirit have acted thus? 

We have concluded our defense of 
Hydro. We pointed out that in the 
course of its growth Hydro has shown 
scrupulous regard for previously made 
private investments. In the course of 
its growth, too, Hydro has success- 
fully overcome serious geographic ob- 
stacles. It has been imbued through- 
out with a progressive and pioneering 
spirit which led it to lower rates and 
pushed the domestic usage of electric- 
ity to unprecedented levels in spite of 
the relatively high cost of electrical ap- 
pliances in Canada. This spirit has led 
Hydro to make electricity available in 
remote and thinly populated regions. 


ypRO has made mistakes. The 
25-cycle current of the Niagara 
System may be one of them. At times 
it has probably committed extrava- 
gances. Its action in annulling the 
Quebec power contracts is open to 
question and nowhere is this action as 
seriously questioned as in the Province 
of Ontario. However, there are two 
sides to this matter and the story has 
not all yet been told. 

Internally Hydro has been clean. 
Its record has been marred by no fi- 
nancial scandal. It has never lent it- 
self to the schemes of get-rich-quick 
promoters. It has confined the use of 
water to its hydro plants and its cap- 
ital account is above reproach. Its 
financial policy, generally speaking, 
has been most conservative. In short, 
to those who are in a position to know 
it best, Hydro needs no defense. 








Gas Company Aids Game Conservation 


OOPERATION of the Ohio Fuel Gas Co. with the state conservation 

department in the propagation of wild life was revealed recently 
with the announcement by Larry Wooddell, Ohio conservation com- 
missioner, that the gas company has established a small game preserve 
for the raising of pheasants at Boden, Guernsey county. 

Established in May, 1936, on a 6-acre tract, the gas company has 
reared 600 pheasants which are now ready for distribution to the various 
game preserves during the next sixty or ninety days, in accordance 
with the dictates of the conservation division. 

Approximately 1,200 eggs have been set since May and most of the 
hatching has been done by Rhode Island red hens, although one con- 
signment of eggs was placed in a commercial hatchery. The gas com- 
pany has installed this hatchery in order to aid the conservation division 
as well as to encourage a broader policy of conservation among indi- 
viduals and business interests of the state. 

Information on this project was furnished the conservation department 
by A. E. Bradbury, an executive of the gas company. 
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TVA and the Bond Market 


The author shows how fear of government power 
projects unfavorably affects utility finances 


By ERNEST R. ABRAMS 


UCH discussion has taken place 
M regarding the various bur- 
dens that the Tennessee Val- 

ley Authority has placed upon the op- 
erating electric power and light utili- 
ties whose service areas lie within the 


practical limits of transmission from 


its hydro-generating plants. So far, 
however, little consideration has been 
publicly given to the burden that those 
private utilities must continue to bear 
through the coming years because of 
their inability to take advantage of the 
present “cheap” investment markets 
and refund their existing bonds and 
preferred stocks at the low money 
rates now available to other private 
utilities not so affected. 
Money—long-term money—is per- 
haps the cheapest thing in the United 
States today. Not since the turn of 
the century, more than a generation 
ago, have money and credit command- 
ed so low a wage as they do now. In 
the first two or three years of the pres- 
ent century, perhaps before the actual 
experience of the average investor of 
today, the highest grade of invest- 
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ment bonds sold to yield about 3.67 
per cent, medium grade bonds to yield 
about 4 per cent, and speculative 
bonds to yield about 4.70 per cent. It 
is interesting to note in passing that 
most selections of that period failed to 
include any public utility issues in the 
highest credit ranking while only man- 
ufactured gas and transit bonds were 
included in the medium grade and 
speculative lists. 


OW-A-DAYS, due largely to Federal 
monetary policies, the investment 
return to be obtained from the highest 
ranking corporate credits is near to— 
if not at—the lowest level in our eco- 
nomic history and present indications 
point to a continuation of—if not a 
further decline from—that low credit 
wage. Corporate enterprise has been 
quick to take advantage of this un- 
usual opportunity to acquire cheap 
long-term money as is indicated by the 
tabulation outlined on page 25, of 
corporate financing in the first eight 
months of each of the past five years. 
The unique feature of this greatly 
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increased corporate financing in the 
1935 and 1936 periods is the exceed- 
ingly high investment rating that is 
accorded many important electric pow- 
er and light utilities that were so whol- 
ly ignored thirty-five years ago and the 
large amounts of public utility financ- 
ing included in this tabulation. Of the 
total financing in the 1936 period, pub- 
lic utility issues comprised $1,235,- 
074,263 or 39.70 per cent of the total, 
$638,439,250 or 48.32 per cent in 
1935, $95,898,000 or 28.43 per cent 
in 1934, $92,181,978 or 28.01 per cent 
in 1933, and $429,270,295 or 86.70 


per cent in 1932. 
AN examination of approximately 
85.60 per cent of long-term 
financing and nearly 100 per cent of 
both the short-term and preferred 
stock financing by public utilities in 
the 1936 period reveals some very in- 
teresting data. 

1. Eléctric Power & Light Compa- 
nies: Long-term financing which rep- 
resented about 65.40 per cent of all 
such utility financing carried coupons 
with an average rate of 3.538 per cent. 
Short-term financing which represent- 
ed practically 100 per cent of all such 
utility financing carried an average 
coupon rate of 3 per cent. Preferred 
stock financing which represented 
about 70 per cent of all such utility 
financing carried an average dividend 
rate of 4.531 per cent. 

2. Natural Gas Companies: Long- 


term financing which represented 
about 5.03 per cent of all such utility 
financing carried coupons averaging 
4.49 per cent. Short-term financing, 
none. Preferred stock financing 
which represented about 5.50 per cent 
of all such utility financing carried an 
average dividend rate of 6 per cent. 

3. Manufactured Gas Companies: 
Long-term financing which represent- 
ed about 11.58 per cent of all such 
utility financing carried coupons aver- 
aging 3.933 per cent. Short-term 
financing, none. Preferred stock fi- 
nancing, none. 

4. Water Companies: Long-term 
financing which represented about 3.70 
per cent of all such utility financing 
carried coupons averaging 3.825 per 
cent. Short-term financing, none. 
Preferred stock financing which repre- 
sented about 24.30 per cent of all such 
utility financing carried an average 
dividend rate of 6 per cent. 

5. Telephone Companies: Long- 
term financing which represented 
about 3.65 per cent of all such utility 
financing carried coupons averaging 
3.462 per cent. Short-term financing, 
none. Preferred stock financing, 
none. 

6. Transit Companies: Long-term 
financing which represented about 
10.60 per cent of all such utility 
financing carried coupons averaging 
3.908 per cent Short-term financing, 
none. Preferred stock financing, none. 


e 


Year Long Term 


$2,759,247,900 
1,184,050,500 
197,919,100 
134,629,500 
306,158,800 


Short Term 
$54,470,000 


75,736,700 
175,170,500 
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Total 


$3,110,577,590 
1,321,321,300 
365,4 


329,047,898 
495,088,795 


Stocks 


$296,859,690 
90,170,800 
30,584,199 
118,681,698 
13,769,495 
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How Soon Will Investment Returns Increase? 
cory ess intelligent opinion today holds to the belief that in- 
vestment returns are at or not far above their lowest point 


and that the length of time they will hover around bottom depends 
largely on the rate at which money and credit will move into other 


channels when general business revives. 


Once the turn has been 


reached, the opportunity to refund existing obligations at present 
low money prices will have passed for probably a generation.” 





K& the purpose of this study, ten 


major operating electric power and 
light utilities whose service areas lie 
within the sphere of influence of the 
Tennessee Valley Authority were 
selected. An examination of their 
capital structures as at December 31, 
1935, will show a combined callable 
funded debt of $374,895,600 ($65,- 
465,000 44s, $286,971,400 5s, and 
$22,459,200 6s) with an average cou- 
pon rate of 4.973 per cent and com- 
bined retirable preferred stocks car- 
rying dividends in excess of 5 per cent 
of 1,520,201 shares (21,239 shares at 
7.2 per cent, 453,108 shares at 7 per 
cent, and 1,045,854 shares at 6 per 
cent) with an average dividend rate of 
6.315 per cent. In order that some 
idea of the quality of these securities 
may be obtained, the number of times 
fixed charges were covered in 1935, 
and the average for the five years 
1931-1935 as well as the number of 
times fixed charges plus preferred 


dividend requirements were earned in 
both period are tabulated on page 27. 


} hg will be noted that while fixed 
charges were covered in both peri- 
ods by sufficient margins by each of 
the enumerated companies to warrant 
a satisfactory credit rating, full pre- 
ferred dividend requirements in 1935 
were not wholly covered by four com- 
panies. 

Consultation having been had with 
capable investment bankers, experi- 
enced and active in the field of public 
utility financing, and with certain 
trained statisticians with long experi- 
ence in public utility analysis, the con- 
census of opinion was that, were these 
ten private utilities not operating un- 
der the cloud of existing or threatened 
TVA interference or competition, it 
would be entirely possible for them to 
refund their existing callable funded 
debts at an average coupon rate of 4 
per cent. Not that all of these com- 
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TVA AND THE BOND MARKET 


panies would be entitled to this rate; 
some companies might command a 34 
per cent coupon while certain of the 
weaker companies with thinner cover- 
age might be compelled to issue 43 
per cent bonds. On the average, how- 
ever, it was believed a 4 per cent cou- 
pon rate was a conservative estimate 
for the ten companies. And, with the 
substantial interest savings to be de- 
rived from such a refunding operation 
with the subsequent bolstering of the 
balance of earnings available for pre- 
ferred stock dividends (but disregard- 
ing the marked improvement in earn- 
ings that has resulted in the first eight 
months of 1936), it was believed pos- 
sible to refund all present retirable 
preferred stocks now carrying a high- 
er rate with new shares providing for 
an average dividend of 54 per cent. 
Could such a wholesale refunding pro- 
gram of bonds and preferred stocks 
be consummated, the savings to these 
operating utilities, before taxes appli- 
cable to such savings and without pro- 
vision for the amortization of the 
premiums at which present securities 
must be retired and the expenses and 
discounts (if any) in connection with 
the new issues, are listed on page 28. 


Alabama Power 
Birmingham Electric 
Carolina Power & Light 
Georgia Power 
Memphis Power & Light 
Mississippi Power* 
Mississippi Power & Light 
South Carolina Power 
Tennessee Electric Power 
Tennessee Public Service 
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| iy financial history is to repeat itself, 
the present low wage of long-term 
money will not continue to hold at 
present levels for any considerable pe- 
riod. During the only comparable era 
of cheap money—that of the seven 
years from 1896 through 1903—in- 
vestment returns reached their low 
level during the last two years of the 
cycle and then moved steadily upward. 
Much intelligent opinion today holds 
to the belief that investment returns 
are at or not far above their lowest 
point and that the length of time they 
will hover around bottom depends 
largely on the rate at which money and 
credit will move into other channels 
when general business revives. Once 
the turn has been reached, the oppor- 
tunity to refund existing obligations at 
present low money prices will have 
passed for probably a generation. 
Quite regardless of the soundness 
of their corporate structures, their 
present earnings records, or their ex- 
isting service areas, none of the ten 
operating electric power and light 
companies referred to appears to be 
able to effect a refunding operation to- 
day, owing to the fear in which the ac- 
tual or anticipated adverse effects of 
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Times Fixed 
Times Fixed Charges Plus Preferred 

Charges Covered Dividends Covered 

1935 5-Yr. Avg. 1935 5-Yr. Avg. 
1.62 1.72 1.09 1.15 
1.45 1.66 0.84 1.04 
1.61 1.50 1.09 1.01 
1.72 1.87 1.17 1.21 
2.24 2.44 1.62 1.55 
1.37 1.34 0.96 0.96 
1.37 1.55 0.94 1.07 
1.57 1.47 1.24 1.18 
1.77 1.90 1.12 1.19 
1.49 2.13 0.85** 1.21 


*Including interest charges on $3,000,000 bonds held in escrow. 
**Currently paying no preferred dividends. 
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Gross Savings from Refunding 
Preferred Stocks 
$335,761 
79,682 


Alabama Power 
Birmingham Electric 
Carolina Power & Light 
Georgia Power 

Memphis Power & Light 
Mississippi Power 
Mississippi Power & Light 
South Carolina Power 
Tennessee Electric Power 
Tennessee Public Service 


Total Savings 


the Tennessee Valley Authority upon 
them is held by the investing public— 
a fear that has been translated into the 
present low market prices for their 


Bonds 


Total 
$1,064,921 
140,682 


675,765 





$1,248,403 
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refunding opportunity has passed, 
these private electric power and light 
utilities will have a constantly recur- 
ring reason for remembering the Ten- 


outstanding securities. And once this nessee Valley Authority. 
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Justice over the Telephone 


oLicE Judge W. J. Duncan of Stanford, Ky., believed he 

held a world’s record from a legal aspect—he tried a case 
by telephone. 

When a Mount Vernon, Ky., citizen was unable to appear at 
Stanford to answer charges of drunkenness and unloading 
coal within the city limits without a license, he went to the 
office of County Judge Charley Carter at Mount Vernon and 
explained his plight. Carter obliged him by calling Duncan, 
explaining that the accused could not reach Stanford in time 
for his trial and suggested he try the case then and there, 
asserting he would vouch for the defendant. 

Duncan obliged. Within four minutes the trial was over 
and Duncan assessed a $5 fine for drunkenness and $15.50 
for a city license. The prisoner paid the money to Carter, 
who said he would remit to Duncan. 
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OUT OF 
THE MAIL BAG 


Is The Model Commission an 
Iridescent Dream? 


| very much interested in the article 
written by the Hon. Will M. Maupin of 
the Nebraska State Railway Commission pub- 
lished in your issue of October 22, 1936. I 
am not sure that the “Model Commission” is 
an iridescent dream because I believe that 
some degree of perfection can be obtained in 
the personnel of the commission, particularly 
in those states where commissioners are ap- 
pointed rather than elected. Of course politics 
is involved in either instance. 

The Missouri commission was established in 
1913 and the then governor, a Democrat, 
thought it advisable that the commission be 
made a bipartisan board. There is, however, 
no statutory requirement to this effect. The 
original commission appointed in 1913 con- 
sisted of three attorneys, one engineer mem- 
ber, and one business man. Inasmuch as many 
questions of law are involved in cases before 
the commission and its functions are semijudi- 
cial, it is apparent that there should be one 
or more attorneys as members of the commis- 
sion. In valuation and rate cases the advice 
of an engineer is exceedingly helpful. In 
many other cases, particularly when the financ- 
ing of a utility, the issuance of securities, or 
other questions, are involved a man of broad 
business experience makes a valuable member. 
So far as the Missouri commission is con- 
cerned, under the statute defining its duties 
and powers, it seems to me that the set-up as 
above outlined is an ideal one. It has been 
the policy of all governors to adhere to this 
alinement of commissioners until just recently. 
When I took office in August, 1933, as the en- 
gineer member, there were, besides myself, one 
newspaper man and three lawyers. The news- 
paper man resigned in January, 1934, and was 
succeeded by an insurance broker. He was re- 
placed in June, 1935, by another attorney, a 
very able man incidentally. The commission 
was then composed of four lawyers and one 
engineer. I served a full year without appoint- 
ment after my term had expired. I was 
succeeded in April, 1936, by another lawyer. 
The commission, therefore, as now constituted, 
is composed of five attorneys, a thing unpre- 
cedented in the entire history of the Missouri 
commission. It seems to me that the governor 


has made a mistake in upsetting the precedent 
previously established by not retaining an 
engineer and an experienced business man on 
the commission. 

It has been argued that it is not exactly nec- 
essary to have an engineer member on the 
commission inasmuch as the commission has 
a qualified engineering staff, and this staff is 
capable of giving engineering advice. It might 
equally well be argued that the commission 
has its legal staff to give legal advice and, 
therefore, there is no necessity for having at- 
torneys as members of the commission. All of 
these things are debatable and lie within the 
discretion of the appointive power or the elec- 
torate. 

In the case of elected commissioners it would 
be rather difficult to obtain a personnel of the 
perfection which I think can be obtained un- 
der the appointive system because it is hardly 
conceivable that the average voter could be 
conversant with the powers and duties of the 
regulatory body, and the field is entirely open 
to any politician or office seeker who can 
gather enough votes to be elected. 

—WILLIAM STOECKER, 
Consulting Engineer, 
St. Louts, Mo. 


Those “Tax-free” Towns 
of Oklahoma 


HE advocates of governmental ownership 

and operation of all electric utilities tell 
the people they will not have any taxes to pay 
when they own and operate their own electric 
utilities. Yes, they go to the extent of saying 
that it will make them “tax free.” 

The “taxless town” is a stock expression of 
the proponents of governmental ownership and 
operation of their electric utilities. A study of 
the annual estimates of the various communi- 
ties in Oklahoma owning and operating their 
own electric utilities, has developed the fact 
that notwithstanding the claims made to the 
contrary, they do pay ad valorem taxes to 
maintain the local community governmental 
activities. 

The statutory law of the state of Oklahoma 
requires every city and town to file with the 
state auditor in the capitol in Oklahoma city 
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a sworn statement of its needs for each year 
and thereon to state the levy in mills of ad 
valorem taxes to be assessed against the prop- 
erty of the community, necessary to raise the 
amount of money needed for governmental 
purposes. 

The Oklahoma Utilities Association has had 
its auditor make compilation of these esti- 
mates, on or about January Ist of each year 
for the past several years. For our purpose 
here we have used the immediate past five 
years of this compilation and, strange as it 
may seem, of the seventy cities and towns in 
Oklahoma owning and operating their electric 
utilities, making this report, we find that only 
five of them have at any time during this pe- 
riod been free from ad valorem taxes for city 
governmental purposes and these only part of 
the time, while the other sixty-five of this 
seventy have paid ad valorem taxes for city 
governmental purposes every year of this pe- 


riod. 
iy addition to paying ad valorem taxes for 
purely city or town governmental purposes, 
all seventy of these cities and towns have paid 
every year of this period ad valorem taxes to 
maintain their county and school district. In 
Oklahoma there is no ad valorem tax for gov- 
ernmental purposes but a 2 per cent sales tax is 
collected instead. 

The following table gives in mills the levy 
assessed on each dollar of property valuation 
for ad valorem taxes made for purely city or 
town governmental purposes by each of the 
seventy cities or towns in Oklahoma owning 
and operating their own electric utilities, dur- 
ing the period covered by this analysis: 
1935 1933 1932 
28.80 21.47 
32.57 45.15 

8.90 26.07 
9.95 19.55 
22.41 23.00 
27.70 51.50 
29.15 11.06 
24.70 
21.48 


1931 
18.29 
37.03 
14.03 

8.07 


Aline 
Altus 
Amorita 
Anadarko 
Blackwell 
Braman 
Byron 
Carmen 
Cashion 
Chelsea 
Cherokee 
Claremore 
Collinsville 
Comanche 


44.00 


Crescent 


* No record. 
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1935 1934 


12.28 
32.36 
17.39 
65.40 
16.22 
36.28 


Dacoma 
Duncan 
Edmond 
Eldorado 
Fairview 
Frederick 
Geary 
Goltry 
Granite 
Ingersoll 
Kaw City 
Kingfisher 
Lambert 
Laverne 
Lexington 
Lindsay 
Manchester 
Mangum 
Manitou 
Marlow 
May 
Miami 
Mooreland 
Newkirk 
Okeene 
Olustee 
Orlando 
Pawhuska 
Pawnee 
Perry 
Ponca City 
Pondcreek 
Prague 
Purcell 
Ryan 
Sallisaw 
Spiro 
Stillwater 
Stilwell 
Stroud 
Supply 
Tahlequah 
Tecumseh 
Tonkawa 
Wagoner 
Walters 
Watonga 
Waynoka 
Weleetka 
Wetumka 
Wilson 
Wynnewood 
Yale 7 


SHRSASSSSS 
SSSusss3ssE 


Average levy 27.88 


* No record. 
—GeErRALD B. DunLaAp. 





“INDUSTRY must offer the man who wants work a good job, ai good 
pay, with reasonable security. This must be the goal of American 


business. 


we have been jealously guarding during the 


If we fail to do this, we forfeit the right to that leadership 


ears.’ 
—Ros . JOHNSON, 
President, Johnson & Johnson. 
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Financial News 


and 
Comment 


By OWEN ELY 


Western Union Telegraph 
Company 


enscneg Union Telegraph Com- 
pany does about four fifths of the 
telegraph business in the United States, 
and its cable system reaches all parts of 
the world—the system comprising 1,- 
869,422 miles of land wire and 30,325 
miles of ocean cable. The public is 
served through 20,964 telegraph offices 
and 15,900 agency-stations. 

The company’s 1935 balance sheet in- 
dicated.a plant value (less various re- 
serves) of nearly $300,000,000. In 1928 
the Interstate Commerce Commission 
tentatively fixed cost of reproduction 
less depreciation (for total used prop- 
erty) at about $73,000,000. The com- 
pany protested and claimed a total value 
of about $407,000,000 on a 1919 price 
basis. The company’s 1935 report in- 
dicated that an inventory of its telegraph 
properties in the United States had been 
completed under supervision of the FCC 
but the results of this valuation have ap- 
parently not yet been published. 

The company’s funded debt is $88,- 
745,000, of which $80,000,000 consists 
of debentures. Mortgage bonds of sub- 
sidiary companies, guaranteed by West- 
ern Union, amount to $1,017,000 and 
long-term noninterest bearing liabilities 
(in connection with leases) total $13,- 
245,242. There are 1,045,279 shares of 
capital stock outstanding. 

Current position at the end of 1935 
was favorable, with cash in excess of all 
current liabilities. 
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"eo earnings and dividend record 
over the past decade have been as 
follows: 


ee $5.0. 

eee 2.15 : 
ee 4.18 re 
. aes def. 0.81 1.00 
a 5.72 7.50 
i eee 9.03 8.00 
.. aS 15.12 8.00 
. a 15.11 8.00 
ee 15.06 8.00 
ee 15.24 8.00 


For the nine months ended September 
30, 1936, the company reported net earn- 
ings of $4.79 a share compared with 
$3.26 last year (for the third quarter, 
$1.87 against $1.45). Earnings in the 
final quarter of 1935 were $177, so that 
earnings of over $2 for this year’s final 
quarter would seem indicated, which 
would bring the year’s total to around 
$6.75. The dividend of $2 indicated for 
1935 in the above table was actually paid 
January 15, 1936, to stock of record 
December 27, 1935. The directors re- 
cently declared a quarterly dividend of 
75 cents payable January 15th to all 
shareholders on the corporation’s books 
as of December 18th. 


Fee the company need not pay 
out all income in dividends (to 
avoid the new tax)—presumably be- 
cause depreciation can be increased in its 
report to the Treasury over the amount 
shown in the stockholders’ report. 

In the calendar year 1935 depreciation 
amounted to $4,710,000, equivalent to 
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about 5.2 per cent of gross revenues and 
1.4 per cent of plant account. Total ac- 
crued depreciation in the balance sheet 
(reserves for maintenance of cables, de- 
velopment of ocean cables, and deprecia- 
tion of land lines) amounted to $41,104,- 
893, or about 12.4 per cent of plant ac- 
count. The company’s report for 1935 
stated: “It is not to be understood that 
since 1930 sufficient depreciation has 
been charged to provide for the future 
requirements of plant.” 

The allowance for depreciation is rela- 
tively small as compared with that of 
American Telephone and Telegraph Co. 
(system statement) which in 1935 
charged about 18 per cent of gross 
revenues and whose accrued reserve 
amounted to 25 per cent of the plant ac- 
count. Maintenance expenditures of 
Western Union in 1935 amounted to $7,- 
377,201, or about 8 per cent of gross 
revenues, which compares with nearly 
19 per cent for the American Telephone 
System. 

Had maintenance and depreciation 
expenditures corresponded with those of 
American Telephone and Telegraph, 
Western Union’s expense account would 
have been about $22,000,000 higher in 
1935, which would have created a de- 
ficit of about $17,000,000 in place of the 
reported net income of $5,258,078. If de- 
preciation alone were adjusted to the A. 
T. & T. level, the result would be a de- 
ficit of about $7,000,000. This com- 
parison affords a possible explanation 
for the different price levels for the two 
stocks in relation to current earnings. (At 
its current price around 78, Western 
Union is selling for about 1114 times the 
1936 estimated earnings, as compared 
with about 21 times for American Tele- 
phone. ) 


a UNIon is subject to com- 
petition from several sources—the 
Postal Telegraph system (now in re- 
ceivership), the teletype system of 
American Telephone and Telegraph, 
and the radio message and facsimile ser- 
vice (land and sea) of Radio Corpora- 
tion of America. That such competition 
has been making gradual inroads into 
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the company’s business would seem in- 
dicated by the fact that Bell System’s 
gross revenues in 1935 were only 12 per 
cent below the 1929 level while Western 
Union’s were 38 per cent under that 
figure. 

However, Western Union is taking 
steps to improve its competitive position, 
having installed a facsimile system for 
transmitting messages between New 
York and Chicago. A progressive labor 
policy has been followed and wages have 
been restored to 1929 levels. While it is 
difficult to envisage any early recovery 
of earnings to the predepression level 
(around $15 per share), the company 
should benefit by further recovery in 
business activity. 

Western Union is actively traded in on 
the New York Stock Exchange and 
there has been unusual market interest 
in the stock over the past two years. It 
has fluctuated rather widely during the 
depression period as compared with the 
more stable range in predepression 
years. The stock dropped from the 1929 
high of 272 to a 1932 low of 128, the ap- 
proximate range in subsequent years be- 
ing as follows: 1933, 17-77; 1934, 30- 
67 ; 1935, 21-77 ; 1936 to date, 73-96. 


¥ 


Extra Dividend Payments 


OME large utility systems—Consoli- 
dated Edison, Pacific Lighting, Pub- 
lic Service Corporation of New Jersey, 
Commonwealth Edison, Public Service 
of Northern Illinois, and North Amer- 
ican Co.—have declared moderate year- 
end extra dividends in connection with 
the undistributed earnings tax. Niagara 
Hudson and United Corporation have 
recently resumed dividend payments on 
their common stocks. New England Tel- 
ephone & Telegraph Company increased 
its last quarterly dividend declaration to 
$2, 50 cents larger than the previous 
quarterly payments, and its action seems 
likely to be followed by other Bell Sys- 
tem units. 
It seems likely, however, that utilities 
as a class will prove less liberal with re- 
gard to extra disbursements than indus- 
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trial companies. The Wall Street Jour- 
nal points out: 


Like the oil companies with their deple- 
tion a number of utilities have a safety 
valve in depreciation. That is there is a dif- 
ference in the allowance for that reserve to 
stockholders and that claimed for income 
tax purposes. 

Another factor in 1936 operations that 
will have a bearing on the surplus subject 
to taxation is the premiums paid and amor- 
tization involved in refunding operations, 
a deductible item from the amount ap- 
plicable to tax. 

The capital set-up of a system as a whole 
also has a bearing on the extent to which 
the surplus tax will be suffered. As an ex- 
ample, a system with a high leverage may 
be showing on a consolidated basis sub- 
stantial earnings on the top company. 

Many of the underlying companies, how- 
ever, may have a large percentage of pre- 
ferred stock in their capital structure, divi- 
dends on which will take a substantial por- 
tion of the earnings, so that it is not im- 
perative for such companies to disburse in 
entirety or at all the balance available for 
the common to the parent company, particu- 
larly after the depreciation tolerance is 
applied. 

Of course, the extent to which the par- 
ent company may declare dividends, or be 
forced to make dividend disbursements to 
avoid the surplus tax penalties, is depend- 
ent upon the collections from subsidiaries. 
The consolidated earnings which are the 
most familiar are frequently substantially 
larger than the income received from the 
top company in actual dividend declara- 
tions of subsidiaries. In many cases the top 
company draws down only that amount suf- 
ficient to take care of its requirements. 


* 


New Traction Plan in 


New York? 


Hess on the plan for traction 
unification in New York have 
been postponed pending Judge Sea- 
bury’s recovery from a recent illness 
and the return of Mr. Berle from the 
Buenos Aires peace conference, but 
will be resumed early in January. 

The transit commission is reported to 
be drafting a plan of its own which it 
hopes to have ready by February. This 
plan will probably propose important 
modifications in the Seabury-Berle plan. 
If, as seems likely, this will not prove 
acceptable to the New York city admin- 
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istration, it is thought that Mayor La 
Guardia might ask the 1937 legislature 
to remove the transit commission’s pow- 
ers over unification and vest them in a 
local agency such as the board of trans- 
portation. 

However, there is no indication as yet 
that serious thought is being given to 
the real issue—whether subway riders 
or taxpayers are to pay the cost of run- 
ning the subways. The accumulated 
deficit on New York city’s books, occa- 
sioned by transit facilities, now amounts 
to nearly half a billion dollars, or about 
as much as the city’s annual budget. 

The transit commission’s report for 
the fiscal year ended June 30, 1936, in- 
dicated that more than 3,000,000,000 
fares were sold in that period by sub- 
way, elevated, bus, and car lines. How- 
ever, the gain in the number of riders 
over the previous year amounted to only 
4.4 per cent. Subway riders increased 
1.7 per cent, the Manhattan division 
1.1 per cent, and BMT 1.8 per cent. 


¥ 
Large Gains for Gas Industry 


Forecast 
| gn to trade estimates gas 
revenues for the current year will 
total about $774,000,000, a gain of 
about 6.4 per cent over last year. About 
half of the amount represents sales of 
natural gas and since this is expected to 
show a gain of nearly 12 per cent over 
last year, it is obvious that it accounts 
for practically all the industry’s gain. 
Indications are that natural gas sales 
will show larger growth in 1937. There 
is a great deal of unused capacity in 
some pipe-line systems, a number of 
which were constructed late in the boom 
period. On the other hand, Panhandle 
Eastern Pipe Line Company (affiliated 
with the Columbia Gas & Electric Sys- 
tem) has recently announced plans for 
an extension program to cost some $15,- 
000,000 to $25,000,000 ; consumption of 
natural gas in the city of Detroit is ex- 
pected to show a gain of 50 per cent in 
1937. 
Since natural gas, with its high heat- 
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ing value, is usually mixed with manu- 
factured gas, this means that increase in 
output of the former may gain very rap- 
idly during periods of industrial ac- 
tivity. According to the New York 
Tribune: 


During the last year aggressive sales 
campaigns conducted by the gas industry 
have met with such success that plans are 
now under way for an extensive expansion 
program both for sales and services. Lead- 
ing gas executives are now convinced that 
there is a bright future for the industry, 
provided it goes out for its share of the 
house-heating and industrial loads. The gas 
cooking load remains the backbone, and 
with electric cooking it can compete favor- 
ably. The new designs in gas appliances 
have met with favorable public response, 
and indications are that this will be a ban- 
ner year in appliance sales. With a building 
boom in prospect, the gas industry is mak- 
ing a drive to install central heating sys- 
tems, which in many instances can be easily 
converted into air-conditioning units during 
the summer months. 


> 
New Financing 


Ns utility issues in the fortnight 
ended December 7th included the 
following : $48,000,000 Montana Power 
Co. first and refunding 33s of 1966 at 
101 ; $1,770,000 Ohio Associated Tele- 
phone Co. first 44s of 1966 at 103; 
$160,000,000 American Telephone and 
Telegraph Co. debenture 34s of 1966 at 
102; $35,000,000 Oklahoma Gas and 
Electric Co. first 32s of 1966 at 1024 and 
$9,500,000 debenture 4s of 1946 at 1003; 
and $12,000,000 Consumers Power Co. 
first 34s of 1966 at 1023. 

According to the Dow Jones’ calendar 
of SEC registrations, the following is- 
sues are scheduled for early offering: 
$23,000,000 Consolidated Gas, Electric 
Light & Power Co. of Baltimore, first 
and refunding 34s of 1971; $5,000,000 
Kansas Electric Power first “A” mort- 
gage bonds due 1966; $500,000 Min- 
neapolis Gas Light Company first 4s of 
1950; $25,000,000 Pacific Telephone & 
Telegraph Company “C” 34s of 1966; 
$16,000,000 Connecticut Light & Power 
first “G” 34s of 1966; $9,000,000 Mis- 
souri Power & Light first 33s of 1966; 
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$1,400,000 Public Service of New 
Hampshire first “F” 34s of 1966; $6, 
000,000 Broad River Power Co. first 
44s of 1966; $10,000,000 Florida Power 
Corporation first “C” 4s of 1966 and 
$2,500,000 debenture 5s of 1946; $1, 
000,000 Greenwich Gas System first 4 
of 1956; $27,500,000 Houston Lighting 
& Power first 34s of 1966; $200,000 
Sherrard Power System first “A” 5s of 
1951; and $7, 350,000 Pennsylvania 
State Water Corporation first collateral 
trust 44s of 1966. 

Scheduled stock offerings include 14, 
000 shares of Minneapolis Gas Light 
Company first preferred; 15,000 shares 
Missouri Power & Light preferred ; 11,- 
500 shares of Public Service of N. H. 
preferred ; and 22,000 shares of Green- 
wich Gas System, Inc., preferred. 


7 Water Supply Co. has been 
authorized by the public service 
commission (New York) to issue $5,- 
745,000 first “A” 33s of 1961 to be sold 
at about 105 or better. 

Panhandle Eastern Pipe Line Com- 
pany is negotiating with bankers regard- 
ing issuance of $20,000,000 4 to 44 per 
cent debentures, and is also discussing 
with investment and commercial banks 
the financing of $15,000,000-$25,000,- 
000 of proposed construction work next 
year, requests having been received for 
additional gas to an amount which will 
double the present output by the end of 
next year. 

Atlantic City Electric Company has 
filed a petition with the New Jersey 
Board of Public Utility Commissioners 
for authority to issue $18,000,000 gen- 
eral mortgage 34s of 1963 for refunding 
purposes. This is said to be the first step 
in a larger refunding operation by the 
American Gas & Electric System which 
will involve more than $350,000,000 un- 
derlying bonds and preferred stocks. 


os 


Bond Market Prospects 


T is generally agreed that bond mar- 
ket prices are too high from a long- 
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term angle, and Dr. Lionel D. Edie in 
his recent address before the Invest- 
ment Bankers Association criticized the 
Federal authorities for their so-called 
“easy money” policy. But there seems 
no immediate indication of any sharp 
reversal in the trend of bond prices. 
Some recent utility issues are now 
quoted at substantial premiums com- 
pared with the original offering prices ; 
for example, American Telephone and 
Telegraph 34s are up about one point, 
Consumers Power Co. 34s one point, 
Detroit Edison 34s 34 points, Louisville 
Gas & Electric 34s 3 points, Pacific Gas 
volume of business, tax savings, etc. 

It seems likely that before the present 
period of refunding has passed, highest 
grade utility bonds may be issued on a 
long-term 3 per cent basis. New York 
Edison refunding 34s of 1965 and 
Brooklyn Edison consolidated 34s of 
1966 have been selling recently at 
slightly under a 3 per cent yield basis, and 
some other issues are only slightly over 
the 3 per cent line, so that any further 
enhancement in values would make a 3 
per cent coupon logical. 

Apart from any inherent dangers in 
the administration’s easy money policy, 
its continuance would benefit the utility 
industry by facilitating completion of 
refunding operations, many of which 
must proceed slowly because of various 
regulatory delays. J. D. Ross, member 
of the SEC and long a utility expert, in 
a recent address stressed the importance 
of low money rates as follows: 

The investment banker can help the sit- 
uation to a tremendous degree. Just as low 
rates in current bring great volume of busi- 
ness and greater profit, so lower rates for 
money will call for greater volumes of 
money and greater total profits to the bank- 


ers, and build the physical needs of the 
nation, 


* 
Analysis of Utility Refunding 


URING the twelve months ended 
November 30, 1936, the utility 
companies registered with the SEC se- 
curity offerings to a total amount of $1,- 
391,530,578. This total does not include 
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a considerable amount of bonds which 
were sold privately or, for other rea- 
sons, did not require registration. Dur- 
ing early discussions of the application 
of the Utility Act some doubt existed 
as to the amount of refunding opera- 
tions which could be undertaken pend- 
ing determination of its constitutional- 
ity. However, the continued strength in 
the bond market has doubtless expe- 
dited a considerable amount of financing 
which might otherwise have awaited a 
Supreme Court decision. The following 
classification of new offerings registered 
with the SEC, as published by the New 
York Times, is of interest: 

1. Parent company registered under 
Public Utility Holding Company Act of 
1935—$207,557,382. 

2. Company granted exemption from 
provisions of the Holding Company Act 
—$16,300,000. 

3. Parent company not registered and 
is contesting constitutionality of the 
Holding Company Act—$376,698,400. 

4. Parent company not registered but 
company itself has been granted exemp- 
tion as a holding company from the pro- 
visions of the Holding Company Act— 
$53,000,000. 

5. Parent company not registered un- 
der Holding Company Act but company 
itself has filed exemption application ; 
matter pending—$164,030,000. 

6. Company probably exempt from 
provisions of the Holding Company Act 
—$350,944,796. 

7. Not yet determined whether com- 
pany and/or its parent are exempt from 
provisions of the Holding Company 
Act ; company itself has filed exemption 
application but matter is pending — 
$203,000,000. 

8. Not yet determined whether com- 
pany is exempt from provisions of the 
Holding Company Act—$20,000,000. 


> 


Corporate News 


IAGARA Hupson Power Corp. re- 
cently initiated its comprehensive 


N 


program for simplifying the system 
structure by announcing that directors 
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had approved a plan to eliminate Mohawk 
Hudson Power Corp. This step, if ap- 
proved by stockholders, is expected to 
increase earnings on the common stock 
of Niagara Hudson by about 12 cents per 
share. In connection with the merger the 
book cost of system properties will be 
“written down” some $58,500,000, to 
conform to recent rulings. 


‘fo auction sale of 712,411 shares 
of common stock of the Jersey Cen- 
tral Power & Light Co. (collateral be- 
hind the National Public Service deben- 
tures) has been postponed by court 
order. This action, not unexpected, 
marks another step in the struggle for 
the Jersey Central system being waged 
between Associated Gas interests and 
Public Service Corp. of New Jersey. 

Cleveland Electric Illuminating Co. 
has received a PWA contract to furnish 
power to low-cost housing projects, 
having submitted a lower bid than the 
Cleveland municipal plant. The award 
to the company was supported by the 
U. S. Comptroller General. 

The Columbia Gas & Electric Co. and 
its affiliated interest (Standard Oil Co. 
of New Jersey) are planning to incor- 
porate a new company, Pennsylvania 
Gas Transmission Corporation, to sup- 
ply natural gas to a wide area in south- 
eastern Pennsylvania. 

Results of the first semipublic test of 
the new coaxial cable between New 
York and Philadelphia, developed by 
the Bell System, are announced as up to 
expectations. The new cable, which can 
carry 240 conversations over one set of 
wires, should eventually greatly reduce 
the cost of long-distance circuits. It 
may in future also provide a medium 
for relaying television programs by 
wire for rebroadcast throughout the 
country, thus in time linking the Bell 
System with the development of this 
new industry. 

As another phase of the contest over 
control of Utilities Power & Light Cor- 
poration, fraud charges have been 
brought against former President Har- 
ley L. Clarke, asking for an accounting 
for funds alleged to have been misap- 
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propriated. Mr. Clarke has opposed sale 
of the British properties by Atlas Cor- 
poration, now in control. 


T the request of the FCC, American 
Telephone and Telegraph Co. has 
made a second cut in interstate rates, 
making a total of $22,000,000 estimated 
savings per annum for consumers. This 
amount would be equivalent to about 
$1.18 per share on the company’s com- 
mon stock, except as offset by increased 
volume of business, tax savings, etc. 
The New York Curb Exchange’s ap- 
plication for unlisted trading in the 
bonds of Edison Electric Illuminating 
Co. of Boston, opposed by the company 
itself, may be decided by the SEC be- 
fore the end of the year. This case may 
serve as a yardstick to determine the 
SEC policy on unlisted trading in new 
issues. SEC registration provides sub- 
stantially as much information as would 
be required for listing on an exchange. 


* 
1937 Plant Expansion 


NUMBER of utility systems are said 

to be planning 1937 plant expendi- 
tures of 30 to 100 per cent more than 
in 1936. “Normal” expenditures per 
annum are figured at about $700,000,- 
000 ; the highest figure was close to $1,- 
000,000,000 in 1930 (when President 
Hoover appealed for a building pro- 
gram to prevent unemployment), while 
a low point of $170,000,000 was reached 
in 1934. 1936 expenditures have been 
estimated at around $300,000,000, a 
moderate gain over last year. With out- 
put of electric current continuing to 
show gains of 13 per cent and 14 per 
cent over last year (despite the rapid 
rise in output at this season last year), 
certain sections of the industry are 
probably operating at close to capacity. 
Rate readjustments and refunding op- 
erations by many large systems have 
also helped to pave the way for expan- 
sion plans, although many uncertain- 
ties in the relations with gcvernment 
agencies continue to handicap the indus- 


try. 
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What Others Think 





Should U. S. Mayors “Gang Up” 
on Telephone Rates? 


A the recent annual meeting of the 
U. S. Conference of Mayors held 
in Washington, D. C., the utilities came 
in for their full share of attention. Most 
interesting from the viewpoint of regula- 
tion, however, was the address by Mayor 
Neville Miller of Louisville, Ky. Mayor 
Miller’s speech was somewhat unusual 
in view of the fact that he concentrated 
his criticism more or less on the telephone 
industry, as distinguished from the power 
industry which of recent years seems to 
be the usual target for attack by munici- 
pal officials seeking lower utility rates. 
Another unusual angle was Mayor 
Miller’s approach to the subject by way 
of suggestion that “money saved for the 
taxpayer by the reduction of rates for 
telephone or other utility services is just 
as valuable as money saved by the reduc- 
tion of the tax rate.” Aside from inviting 
comparisons between tax rates and utility 
rates (and reduction thereof), there is in 
this argument the implication that if a 
mayor can stir up enough dispute over 
telephone rates, popular attention can be 
proportionately diverted from tax rates. 
In fact, Mayor Miller stated his belief 
that “in the average city today there is 
more opportunity of making substantial 
savings in the way of utility rate reduc- 
tions than in the way of tax rate reduc- 
tions.” Opportunity for whom? The 
speaker added significantly that “it will 
repay any mayor to make a careful study 
of the (telephone) rates in his city.” 
Mayor Miller draws an interesting dis- 
tinction between telephone rates and 
other utility rates: 
The telephone situation differs from that 
of other utilities, such as gas, electricity, or 
water. A manufacturing establishment, if it 


cannot secure satisfactory electric rates, can 
install equipment and produce its own elec- 
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tric power. A municipality may erect its 
own electric or gas plant or waterworks. 
However, the question of telephone rates 
cannot be solved by individual units or pub- 
lic ownership. 

The greatest asset in solving this problem 
in those states having a utility commission 
is a commission the members of which have 
a public viewpoint and a determination to 
see a proposition through to the ultimate 
good of the consumers. 


To meet this natural monopolistic 
characteristic of telephone service, 
Mayor Miller endorsed President Roose- 
velt’s view (stated while governor of 
New York) that a state public service 
commission should be an aggressive pro- 
tector and champion of the consumer 
rather than a quasi judicial umpire of 
regulatory controversies brought before 
it. 
yee MIL_eER challenged the pro- 

priety of rate and tax policies of 
the Bell system which, he stated, domi- 
nate the telephone industry resulting in 
“nonresident ownership.” He did not 
believe that a telephone company owned 
and managed by local business men 
“would practice in their own community” 
such policies. 

One policy of the Bell system which 
seems to bother Mayor Miller is its cul- 
tivation of “allies” among telephone sub- 
scribers by the widespread distribution 
of its securities. After pointing to the 
good financial performance of the Bell 
system during recent years as evidence 
that it can afford to make further rate 
concessions without injury to its own 
financial position, the mayor stated : 

Anticipating efforts at rate reduction, it 
has been the general practice of utility com- 
panies to secure very widespread distribu- 


tion of the securities in order to foster 
good public relations and to have stock- 
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holder allies when questions of rate reduc- 
tion arise. The A. T. & T. has followed 
this common practice and in 1935 had 664,- 
095 stockholders. Any mayor who agitates 
rate reductions will soon become aware of 
the fact that there are many taxpayer-utility 
consumers and users who are antagonistic 
to the effort and included in this group are 
not only small taxpayers but many times 
influential and financial interests. 

Rate cases if successfully handled require 
the employment of a capable staff of law- 
yers, engineers, and accountants and the ex- 
penditure of a large sum of money. It is 
most important that you have capable per- 
sonnel, sufficient in number to conclude an 
assignment within a reasonable period lest 
their original work be rendered ineffective 
by two great a time interval between then 
and the time the matter is to be ultimately 
passed upon. 

It is highly essential that no attempt be 
made in the matter of reduction of rates or 
improvement of service until those charged 
with the responsibility for such action are 
possessed of provable facts sufficient to sus- 
tain view. 

I would advise against the expenditure of 
any considerable sum of money if you are 
not willing or able to pay the cost required 
for adequate preparation and to see the case 
through to ultimate conclusion. Inadequate 
preparation is many times a waste of money. 


NOTHER feature of rate case proce- 
dure, particularly telephone rate 
procedure, that troubles Mayor Miller is 
the expense of making a physical ap- 
praisal of a utility company’s property. 
He appeared to regret the majority deci- 
sion of the Supreme Court in the case of 
West v. Chesapeake & P. Teleph. Co. 
(1935) 295 U. S. 662, 8 P.U.R. (N.S.) 
433, wherein the Maryland commission 
was prevented from using general com- 
modity price indices as a short cut to 
bringing old rate appraisals up to date 
for later use in rate proceedings. He felt 
that the “most vulnerable spot” in the 
telephone industry’s rate position lies in 
the matter of determining depreciation 
(both annual and accrued). The Su- 
preme Court decision in the Lindheimer 
Case (1934) 292 U. S. 151, 3 P.ULR. 
(N.S.) 337, was believed to open the 
way for state commissions to fall back 
on a telephone company’s depreciation 
reserve to offset to some extent company 
claims of confiscation by commission rate 
adjustments. 
Telephone operating expenses, like- 
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wise, should be carefully examined, said 
the mayor. He pointed to the Bell system 
of pension charges to operating expenses 
as requiring special attention on two 
points: (1) the right (or lack of right) 
of the superannuated employee to a pen- 
sion ; (2) the credit to the fund for inter- 
est accruals on the principal thereof. 
Finally, the rate of return should be in- 
spected because the ratio between rate of 
return and valuation runs about 16 to 1. 
In other words, according to Mayor Mil- 
ler, in order to get a dollar reduction in 
rates, it is necessary to reduce claimed 
valuation by about $16, whereas the dol- 
lar obtained by reducing the return goes 
toward rate reduction practically 100 per 
cent. In this respect it was noted that the 
depression had generally lowered the al- 
lowable rate of return as decided in vari- 
ous cases, and telephone companies have 
been able to finance their operations at a 
rate of interest “considerably below what 
they claim as a fair rate of return: for 
rate-making purposes.” 


AYOR MILLER extolled the Federal 
Communications Commission, not 
only for its inauguration of Federal regu- 
lation in the telephone field (as to inter- 
state toll rates), but also for the disclo- 
sures of the special telephone investiga- 
tion now being conducted in Washington, 
which brought out various intercorporate 
policies, practices, and relations within 
the Bell system, such as the relationship 
of operating Bell subsidiaries with the 
Western Electric Company. In short, 
Mayor Miller would like to have all may- 
ors in the United States enter into this 
telephone rate situation because (he 
ended on the same note with which he 
began his address) “money saved for the 
taxpayer by the reduction of utility rates 
is as valuable as money saved by the re- 
duction of the tax rate.” 

However, rate case expenses have to 
be paid ultimately by somebody and 
where they are unwarranted, the some- 
body might turn out to be the taxpayer. 
So however diverting from the tax rate 
situation a rate case might be, telephone 
executives might be tempted to reply that 
a tin can tied on a dog’s tail may take his 
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mind off his fleas—but only for a while. 


Errorts TO Repuce TELEPHONE Rates. Ad- 


dress by Neville Miller, Mayor of Louis- 
ville, Ky., delivered at annual meeting of 
U. S. Conference of Mayors. Washington, 
D. C., November 18, 1936. 





Assembled Mayors Consider Public Works 
and Regulation 


N EEDLESS to say, the future direction 
of Federal loan-grant policies with 
respect to municipal improvements is of 
vital interest to privately owned as well 
as publicly owned public utility concerns. 
Will PWA and WPA continue their 
large-scale functions, notwithstanding 
recovery ? If so, will they go in for build- 
ing municipal gas and electric utility 
plants more than in the past or less? Is 
there not a probability that the comple- 
tion of nonutility types of immediately 
feasible public improvements (such as 
parkways, jails, libraries, etc.) will turn 
municipal officials more toward utility 
types of improvements or is the reverse 
more likely? 

The possibility that suitable projects 
providing public work for the unem- 
ployed would be hard to find in the next 
two years, thus necessitating a change in 
the Federal relief program even if the 
states continue to require assistance, was 
discussed informally at the recent meet- 
ing of the United States Conference of 
Mayors at Washington, D. C. 

Mayor Ellenstein of Newark made an 
offhand estimate that eighteen months 
more of the Federal works program 
would almost exhaust the list of practical 
projects in his city. Yet he and other 
mayors were doubtful that so many relief 
recipients would have gained private em- 
ployment in eighteen months that Federal 
relief could be stopped. 

Most of the mayors were enthusiastic 
supporters of Federal public works, of 
course, yet the very statements with 
which they told of the program’s accom- 
plishments indicated the reservoir of 
projects might soon be emptied. Mayor 
Hague of Jersey City said his municipal- 
ity was repairing 100 streets in a year 
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“where the best we formerly could do 
was to fix up 3 or 4.” 


AYOR ELLENSTEIN had the belief 
that care of unemployed could well 
be returned to the states and municipal- 
ities next year. He would have the Fed- 
eral government levy a sales tax and turn 
over to each state the amount raised with- 
in its borders. Levying the tax national- 
ly, Ellenstein believed, would eliminate 
the objection of business people that such 
an impost in one state drives business to 
an adjoining state which does not tax 
sales. 


Despite the questioning of individual 
mayors about where they would find 
works projects of practical nature in the 
next two years, the conference passed a 
resolution for continuance of the present 
relief system. Mayor La Guardia of New 
York said in his presidential address, “the 
basic formula” should be “that localities 
care for the unemployables and the Fed- 
eral government for the unemployed.” 

The mayors favored, and Mayor La 
Guardia recommended, that the Federal 
government use slum clearance and low 
cost housing as a large field for its work 
relief expenditures. They also were 
strong for the Federal old-age and ma- 
ternity pension system. 

Another angle of Federal-municipal 
relations in connection with electric 
power was touched upon at the mayors’ 
conference by Vice Chairman Basil Man- 
ly of the Federal Power Commission. 
After pointing out that the policy of the 
Federal government (first established in 
1920 under the presidency of Woodrow 
Wilson) was to permit only the licensing 
of hydroelectric sites upon navigable 
streams by private companies, subject to 
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NO CHIMNEY FOR UNCLE SANTA CLAUS? 


recapture by the government after fifty 
years. Mr. Manly made the following 
statement: 

Of particular interest to you gentlemen, 
as the executive officers of city governments, 
is the fact that this (Federal Water Power) 
act, adopted in 1920, specifically granted 
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preference to states and municipalities in 
the granting of licenses and the development 
of projects. Thus a dozen years before the 
present administration came into power, the 
Federal government expressed in positive 
terms its interest in aiding municipalities to 
own and operate their power services when- 
ever they chose to do so. 
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k. MANLY also discussed the impor- 

tance of the work of the Federal 
Power Commission to municipalities in 
the matter of establishing uniform classi- 
fication of accounts and securing other 
information from the private power in- 
dustry for regulatory purposes that could 
be useful to state and local agencies as 
well as the Federal government. He 
visualized the duty of the Federal Power 
Commission, under intent of the Federal 
Power Act as amended in 1935, to act “as 
a national clearing house of information 
with reference to the electrical industry 
in all its branches.” He emphasized the 
fact that the commission was empowered 
to see that interstate power operations 
and connections were economically in- 
tegrated in the interest of the public, 
either by voluntary action of the power 
companies affected or “upon application 
of any state commission or any publicly 
or privately owned utility.” 

Interesting also was Mr. Manly’s sug- 
gestion that the recently completed com- 
parative rate survey of the Federal 
Power Commission had been instrumen- 
tal in a number of recent electric rate 
reductions in various municipalities. 

In discussing this point, Mr. Manly 
said : 

The valuable results that may flow from 
the compilation and publication of such in- 
formation on a national scale is indicated 
by the commission’s experience in connec- 
tion with the conduct of the Electric Rate 
Survey which was directed by Congress in 
April, 1934. Under that mandate the com- 
mission compiled and published in readily 
comparable form the rates charged for elec- 
tric energy in each of the 20,000 communi- 
ties, large and small, which have electric 


service. This report revealed marked diver- 
gencies in rate levels and, as a result, both 


private and municipal utilities throughout 
the United States. were led to reexamine 
their rate schedules and in many cases to 
subject them to material revisions. While 
the Electric Rate Survey was only one of 
many forces which have been operating to 
effect rate levels, there can be no question 
that it was a material factor in bringing 
about reductions of more than $100,000,000 
in electric rates during the past two years. 

Another indication of the extent of elec- 
tric rate decreases that have been effected 
during the same period is to be found in the 
fact that during the two years ending June 
30, 1936, seventy of the ninety-two cities 
having a population of 100,000 or more have 
enjoyed reductions in rates for domestic 
and residential service. At least a dozen 
more of these great cities had already had 
rate reductions during 1933 and the first 
half of 1934. Although exact figures are not 
now available, it would appear that about 
the same proportion of smaller communities 
enjoyed similar rate reductions and that all 
told something like 80 per cent of the na- 
tion’s consumers of electric energy have re- 
ceived material benefits. It has been gratify- 
ing to note in those cases which have been 
studied by the commission that these rate 
reductions have been uniformly followed by 
such increases in the use of electricity that 
the revenues of the private companies and 
municipal plants which have put them into 
effect have been substantially maintained 
and in many cases actually increased. 


In conclusion, Mr. Manly urged the 
assembled mayors to make regulation of 
utilities effective by the utilization of the 
facilities for information and practical 
advice that are provided in existing Fed- 
eral power legislation. 

—E. S. B. 


Mayors Discuss Pusric Works. Newark 
Evening News. November 18, 1936. 


THE FEpERAL Power COMMISSION AND THE 
Citres. Address by Basil Manly. United 
States Conference of Mayors, Washington, 
D. C., November 17, 1936. 





Public Ownership Debated for the 
Investment Banker 


A= discussion on the subject 
of public ownership of utilities, es- 
pecially electric utilities, was one of the 
outstanding features of the recent na- 
tional convention of the Investment 
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Bankers Association at Augusta, Ga. 
The exponent of the private industry was 
C. W. Kellogg, president of the Edison 
Electric Institute, while public ownership 
was championed by J. D. Ross, who 
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added that he spoke as an individual 
rather than as a representative of the 
Federal Securities and Exchange Com- 
mission of which he is an associate 
member. 

Mr. Kellogg took the position that in 
the final analysis the goal of best service 
at lowest cost can be best attained 
through private ownership and operation. 
That, he said, was the indisputable ver- 
dict based upon fifty years of experience 
in this country. He stated: 


I do not claim that there never was an 
efficiently and honestly operated municipal 
electric system, any more than I do that 
there never was a private electric plant 
stupidly and inefficiently managed, but on 
the average, the private plant has proved 
more satisfactory. The many municipal 
plants established represent the constant 
triumph of hope over experience and the 
many abandonments are a story of the vic- 
tory of fact over theory. 


Mr. Kellogg went on to point out that 
the allowance for the effect of taxes on 
net cost to the public for municipal plant 
power is only one of the several factors 
which obscure the true comparison be- 
tween public and private operations. He 
believes that in many instances there are 
numerous other expenses involved in 
municipal plant operations not charged 
against the service but paid for by the 
taxpayers in other ways. He concluded: 


The question of municipal ownership of 
the electric service in our cities has Soon 
emphasized by political pressure far beyond 
its true importance to the average citizen. 
As the present conditions show, after dec- 
ades of experience with thousands of cities, 
the cost of electricity for the ordinary 
householder is but 2 per cent of his budget, 
and, after allowing for the tax exemption 
that municipalities enjoy, household rates 
are actually higher with municipal than with 
private operation. That is the reason why 
the vast majority of cities and towns in our 
country are glad to leave to private com- 
panies the raising of the relatively large 
capital and the furnishing of high technical 
skill required by electric service, so as to 
conserve the credit of the city or town for 
those essential common needs like schools, 
streets and other public works that must of 
necessity be financed by the municipality. 


Ce Ross placed his case 
squarely upon the social desirability 
of increased use of electrical service and 


42 


how best to obtain it. He declared that 
the present use of electricity in this coun- 
try is only a small fraction of what it can 
easily be. Mr. Ross stated: 


The whole industrial structure of our 
nation is cramped from the lack of power. 
The work in the home is vastly greater than 
it should be. There are 6,000,000 farm 
houses in the nation that are without the 
advantage of electricity. The average num- 
ber of kilowatt hours used in the home per 
annum is only 673, yet the use in some pub- 
lic systems rises from 1,000 kilowatts up 
above 4,000 per annum, or over six times 
the national average .. . 

To those who believe that the handling 
of light and power is logically a function of 
private power concerns let me say that the 
tremendous demand for power that we have 
seen just before the depression and that we 
are now to see, will bring a condition of 
affairs that becomes evident on a little 
thought; namely, that there will be an in- 
creased use for all the facilities of the nation 
in both public and private power. And there 
is no private power investment destroyed 
by the public plants... 

The cry against the great public plants 
has been the fear of the yardstick and not 
really the fear of any damage to private 
property, for in only a few years everybody 
in power must double every facility. 

It would be better for both private power 
and public power if the yardstick were more 
accurately defined and its length fixed. To 

’ do this each of the great Federal plants 
should be given a financial set-up definitely 
allocating the investment for power pur- 
poses. 


OMMISSIONER Ross also emphasized 

the distinction between the financ- 
ing of public plants and the financing of 
private plants. He stated as follows on 
this point: 

Under state regulation a power company 
is not usually required to amortize its bonds, 
and so goes along through the years refund- 
ing its bonds as they come due from new 
bond issues. 

The company is allowed often up to 3 
per cent depreciation. The theory of an an- 
nua! depreciation allowance is that it will 
go into a fund that at the end of the useful 
life of the plant will build a new one, or 
under a better system the company may be 
allowed to put it into new construction. 
The history of regulation, however, has 
shown us that these depreciation allowances 
have been largely used for purposes other 
than replacement of property. 

On the other hand, a municipal plant or 
a Federal plant has a financial structure 

ased on the idea of paying off and thus 
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SPEAKING OF MARVELOUS SANTAS 


canceling its indebtedness as its bonds come 
due. It usually charges off on its books 
depreciation from about 14 per cent in Fed- 
eral plants to about 3 per cent in municipal 
plants, but actually uses an amount about 
equal to this depreciation for amortizing of 
its bonds, an amount that a private company 
does not use for the purpose of reducing 
its debt. It is not the policy of private com- 
panies to reduce their debt. 


NOTHER speaker on utilities at the Au- 
gusta meeting was Carl T. Comp- 

ton, president of the Massachusetts In- 
stitute of Technology, who believes that 
the biggest present problem in connection 
with utilities is to discover the type of 
regulatory management and ownership 
that will curb exploitation of the public 
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under a monopoly and at the same time 
maintain that individual initiative, cour- 
age, and willingness to take technical 
risks which are essential to rapid tech- 
nical progress. So far, he said, we have 
failed in this. Our governmental regula- 
tions have been directed almost entirely 
toward curbing exploitation but have 
generally ignored and sometimes even 
penalized attempts toward technical prog- 
ress. 

The association’s Public Service Se- 
curities Committee submitted a report 
declaring that the government has en- 
tered the electric field in ways that many 
believe to be not only unfair but uncon- 
stitutional, and those who are injured are 
trying to test this issue. The point was 
made that the government with its great 
influence on public opinion was inculcat- 


ing into the public mind an attitude to- 
ward the business as a whole that was not 
based on the just presentation of the fac- 
tors involved. The private companies, the 
report said, are giving an abundance, a 
reliability, and a standard of service un- 
surpassed elsewhere in the world, and at 
constantly reducing rates. 

Turning to the TVA, the report ob- 
served that the public had accepted the 
yardstick idea as a verity, but it was no 
such thing. The TVA, it said, is supposed 
to set up an accounting method compar- 
able to private costs, but it has never 
done so. The TVA report for 1936 re- 
cently issued bears this out. 

—F. X. W. 


PROCEEDINGS of the Investment Bankers’ As- 
sociation’s Annual Convention. Augusta, 
Ga. December 2 to 6, 1936. 








General Industrial Regulation on the Theory 
of the “Public Interest’ 


I‘ addition to being unquestionably a 
vote of confidence in the personal 
leadership of President Roosevelt, his 
sweeping victory at the polls last Novem- 
ber 3rd was undoubtedly what the edi- 
torial writers call “a mandate of the 
people.” But the various objectives of 
the New D--'* .ve been so numerous and 
often cor .cting, that the question in- 
stantly .ises—“a mandate to do what?” 
Doubtiess, President Roosevelt will de- 
cide as he goes along what the “mandate” 
refers to, which, in a general way, is 
probably what the people intended, in ef- 
fect, even if the majority of the voters 
would, if asked suddenly, perhaps not 
know the meaning of the word “man- 
date.” 

And it is not surprising, therefore, that 
we are now witnessing the proponents of 
a number of New Deal experiments, 
some of which have even been aban- 
doned or at least temporarily shelved, 
agitating for a revival of their pet re- 
forms upon the theory that the people’s 
mandate applied especially to this or to 
that. The more important interments of 


New Deal policies, of course, were made 
by the Supreme Court and the most im- 
portant of these was the Blue Eagle. To 
resurrect that ill-fated bird, therefore, 
would require different statutory plum- 
age and different constitutional reasoning 
than was included in the National Recov- 
ery Act. 


EORGE STUART Brapy, technical ad- 
viser to Major George L. Berry, 
the President’s Codrdinator for Indus- 
trial Codperation and former assistant 
administrator of the NRA, has recently 
attempted this somewhat difficult task. 
His method seems easy—too easy, per- 
haps, to be accepted without much legal 
argument. Mr. Brady would simply 
have Congress declare various industries 
to be businesses affected with public in- 
terest and then proceed to regulate them. 
This would be something like a whole- 
sale mustering of industries into the pub- 
lic utility family ; but here is the way Mr. 
Brady has reasoned it all out: 


A surprising number of men in respon- 
sible positions in Washington believe that 
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ADVANTAGES OF PUBLIC SERVICE EMPLOYMENT 
“_Then again, the savings in pants on this job runs into money.” 


labor regulation can still be obtained within 
the limits of the Constitution, and are not 
looking for a constitutional change further 
than the ratification of the child labor 
amendment. They believe that the NRA 
case was complicated by the mess into 
which its trade practice regulations had pre- 
cipitated it, and that the court was certain 
the country did not approve of the excessive 
grant of power. It is to be remembered that 
the Supreme Court in at least one case 
(Munn v. Illinois) made a favorable de- 
cision that was far more momentous than 
the unfavorable NRA decision. It stated 
that, “when the owner of property devotes 
it to a use in which the public has an inter- 
est, he in effect grants to the public an in- 


terest in its use, and must, to the extent of 
that interest, submit to be controlled by the 
public for the common good.” 

Thus, Congress as well as the President 
has a mandate, and this year it must recog- 
nize the people’s charge that when an indi- 
vidual or corporation has a business (prop- 
erty) which depends for its existence upon 
the public buying, selling, and advertising 
of goods over state lines, and upon the hir- 
ing of employment of other citizens te pro- 
duce those goods, the production and sale 
of those goods has an effect upon the busi- 
ness of other citizens in other —. often 
causing the ruin of other businesses by low 
standards of labor. When Congress itself 
sets that down as a definite finding of fact, 
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not leaving it to extra-government agencies, 
it is likely that the court will agree that labor 
regulation is for the “general welfare.” 


M* Brapy rightly observes that while 

the courts have made varying de- 
cisions as to what industries or busi- 
nesses are sufficiently charged with a pub- 
lic interest to warrant public regulation, 
the courts have cannily avoided giving a 
time guarantee with any particular de- 
cision. In other words, where as in com- 
mon law in England at the time of 
Charles I, butcher, baker, candlestick 
maker, and practically every other call- 
ing that came into contact with the public 
was regulated by the government, today 
there is no economic necessity and there- 
fore no legal warrant for such regula- 
tion (as the Supreme Court held in the 
Wolff Packing Company Case in 1920). 
Is it not possible, however, that, with 
the increasing complexity of our eco- 
nomic system, some major industries, 
previously not subject to regulation, 
might by force of economic change be- 
come so? (Or, in any event, as the late 
lamented Mr. Dooley might have pointed 
out, couldn’t the court change its mind 
in view of certain other popular devel- 
opments?) Mr. Brady seems to think so. 
He stated: 


We have had in our school experience a 
very definite example of the changing posi- 
tion of courts on public regulation when the 
masses of the people demand such regula- 
tion. It was only a century ago that labor 
leaders who met in Philadelphia to demand 
free schools for the children of workmen 
were arrested as dangerous radicals. But 
eventually, through the years, it was shown 


that public welfare demanded a knowledge 
of the elementary branches of education, un- 
til today the state assumes without question 
the right to compel attendance of children at 
school even against any protests of parents, 

How much legal regulation will be neces- 
sary to obtain fair competition in that field 
which is the very basis of fair trade prac- 
tices—labor standards—will depend upon the 
degree of codperation and voluntary accep- 
tance of the principles by the employe 
themselves. If the principle sinks in, an cad ae 
Social Security Act and the surplus ante 
tax are forcing it to sink in, the regulation 
by the Federal government need be no 
greater than a very general statement of 
principles, with a maximum work-week 
which would be ample to take care of all 
reasonable peaks, and thus leave to the state 
the making of local regulations more strin- 
gent to suit local conditions. 


LL this may come to pass, but it 
would still leave undecided the 
question of whether the people intended 
a “mandate” for the revival of general 
industrial regulation. After all, Mr. 
Brady admits himself that the NRA was 
in a sorry “mess” before the Supreme 
Court blasted it out of existence. As a 
less sympathetic observer recently put it, 
the Supreme Court simply took a gun 
and shot the bear that President Roose- 
velt had by the tail. Is the President now 
under mandate to repeat this perfor- 
mance without benefit of Supreme Court 
interference? Perhaps so—at any rate 
it will be an interesting development to 


watch. 
—M. M. 


REGULATION OF Lazsor. By George Stuart 
ig ® The Washington Post. November 
a7; ; 





Cost of Utility Service for Undergraduates 


T cost West Virginia University an average of $14.75 per student to supply 
I each young scholar with coal, gas, electricity, water, and telephone service 


during the 1935-36 year. 


J. B. Grumblin, superintendent of the university’s building and grounds at 
aes W. Va., said the whole utilities’ bill for that period totaled 


$43,886.76. 


The highest monthly cost was for coal. That bill was $1,997.36 for Febru- 
ary, 1936, one of the coldest months in the state’s history 
The highest monthly telephone bill was in September, 1935—it was $576.23. 
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Telephone Hearings Resumed 

Az on Bell Telephone Laboratories, 

Inc., was introduced as the Federal Com- 
munications Commission resumed its hearings 
in the American Telephone and Telegraph in- 
vestigation last month, which claimed the 
Laboratories had been a profitable venture for 
the parent company. 

The FCC investigators reported that a divi- 
dend of 147 per cent per year had been paid 
on the capital stock of $100,000 of the Labora- 
tories since organization in January, 1925. 
That conclusion was based on the payment by 
the Laboratories of interest at 7 per cent on 
notes covering a “profit” paid the Western 
Electric Company on the assets purchased at 
the time of organization, which may be con- 
sidered “in the nature of a dividend.” 

Special Counsel Samuel Becker, in charge of 
the inquiry, first placed members of his own 
staff on the stand for questioning on their re- 
port. They testified that the A. T. & T. had 
submitted a list of exceptions to the report 
when it was shown to them in manuscript form. 
The exceptions were not given out. 


Test Coaxial Cable 


owned semi-public talking test of the new 
coaxial cable between New York and Phil- 
adelphia, developed by the Bell Laboratories 
of the American Telephone and Telegraph 
Company, was given recently before a small 
group assembled in the company’s New York 
offices. The performance was pronounced by 
company officials as up to expectations. 

The working of the new cable, capable of 
carrying hundreds of conversations over one 
pair of wires, was explained by Dr. Frank B. 
Jewett, vice president of the American Tele- 
phone and Telegraph Company and president 
of the Bell Telephone Laboratories, Inc. It 
was believed that eventually the new coaxial 
system would cut down considerably the cost 
of long distance circuits, giving a higher type 
of transmission free from interference. 


Plans Rail Holding Company 
Law 


(onan regulation of railroad financ- 
ing, along lines similar to that now cover- 
ing the public utility holding companies, may 
be proposed as a result of the Senate Inter- 


state Commerce Committee’s investigation of 
carriers, it was indicated recently. 
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Sources close to the committee indicated the 
possibility that a railroad holding company 
law, similar to the Wheeler-Rayburn utility 
holding company act, will be sought at conclu- 
sion of hearings into financing methods em- 
ployed by big rail lines. Headed by Senator 
Burton K. Wheeler, of Montana, co-author of 
the utility bill, the subcommittee will attempt 
to unravel the complicated corporate struc- 
tures of many of the larger rail systems. 

The investigation, it was understood, was 
designed to determine whether existing rail 
financing structures are top-heavy and un- 
wieldy; whether stocks and bonds have been 
issued on fictitious values; and whether inter- 
ests of stockholders and customers alike might 
be served by Federal laws enforcing simplifi- 
cation. 


Power Order Sustained 


T= Federal Power Commission, in an or- 
der adopted December 7th, denied the ap- 
plication of thirty-seven electric utility com- 
panies for a postponement of the effective date 
of the uniform system of accounts prescribed 
for public utilities and licenses subject to the 
commission’s jurisdiction. The commission 
said the system of accounts, adopted June 16, 
1936, would become effective January Ist. 


Phone Rates Cut Again 


HE Federal Communications Commission 

on December 2nd announced that the 
American Telephone and Telegraph Company 
would reduce interstate long distance rates by 
an annual amount of $12,000,000 as a result of 
“conferences and discussions” with the FCC. 
It was stated that the reduced rates would 
become effective as soon as necessary tariff 
changes could be prepared, “and in any event 
not later than January 15, 1937.” 

Since large reductions on calls for distances 
of more than 234 miles went into effect last 
September Ist, it was said the new rates would 
emphasize cuts in the cost of “short” calls and 
day station-to-station rates. 

The commission pointed out that this “im- 
portant downward rate adjustment is in addi- 
tion to earlier reductions totaling approxi- 
mately $10,000,000 which have gone into effect 
on this company’s system since the commence- 
ment of the commission’s special telephone 
investigation.” 

The commission also stated that in acceding 
informality to its request for an immediate 
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and material rate reduction, without the neces- 
sity of long drawn out formal rate proceed- 
ings, the American Telephone and Telegraph 
Company had pursued a forward-looking pol- 


icy. Commissioner Walker said the rate re. 
duction would not mean, however, that there 
would be a “let up” on the special investiga. 
tion of the A. T. & T. 


Arkansas 


Approves Line Applications 


HE Arkansas utilities commission recently 

approved applications of the Arkansas 
Power and Light Company and the Bono 
Power and Light Company to build rural elec- 
tric lines. The former company will build a 
line from Greenbrier to Centerville in Faulk- 
ner county and the latter company will build 
a line from Bono to Highway 63, about five 
miles, to connect with a line of the Arkansas 
Power and Light Company from which it will 
buy current for distribution through its sys- 
tem at Bono. 


Appoints Commission Chairman 


OP penreetior (1 Cart E. Batrey recently 
announced that he had appointed Thomas 
Fitzhugh of Augusta to succeed P. A. Lasley 
as chairman of the state utilities commission, 
beginning January 12th. 


Specifies Standard Regulations 


HE state utilities commission issued an 

order recently setting up standards gov- 
erning electric, gas, water and telephone ser- 
vice furnished by utility companies operating 
in Arkansas. The standard regulations became 
effective January Ist. 

The rules, designed to define practices which 
should be followed uniformly to insure ade- 
quate service, prevent discrimination and to 
protect utilities against unreasonable demands, 
were drafted some time ago and an extensive 
hearing was held last April. The tentative 
regulations were redrafted and modified in 
some respects. They prescribe methods for 


keeping records and reports, maintaining 
plants, furnishing information to customers, 
meter reading, discontinuance of service, de- 
posit fees, and many other matters relating to 
utility operations. 


Revision Need Admitted 


TS Southwestern Bell Telephone Company 
in an answer last month to a citation by 
the state utilities commission to show cause 
why its rates to Southwest Hotels, Inc., should 
not be revised, said that its charges to the 
hotel company admittedly contained irregu- 
larities requiring correction and pledged its 
cooperation to adjust the rates. 

The commission cited the telephone com- 
pany and the hotel company to show cause 
why hotel guests should be required to pay 
10 cents on local calls when the charge to 
other persons over pay stations is only 5 cents. 
The commission also requested the telephone 
company to show cause why the hotel company 
should be allowed a commission on private 
and managerial long distance calls. Members 
of the commission said they had been informed 
that the hotel company retained half the tolls 
on local calls handled through the hotel 
switchboard. 

The telephone company said in its answer 
that it was willing to file a revised schedule 
of rates governing hotel switchboards to re- 
duce and equalize the charges, provided rev- 
enue to be derived by the company shall not 
be less than a compensatory rate. The com- 
pany said it had not willingly allowed com- 
missions on private and managerial long dis- 
tance calls and that it would cooperate with 
the commission to determine the facts on that 
subject. 


California 


Power Plan Approved 


B* a vote of two to one, citizens of Los 
Angeles on December 8th approved an 
amendment to the charter authorizing the is- 
suance of $46,340,000 in revenue bonds to 
finance the purchase of the electric properties 
of three California utility companies. Returns 
from 2,347 precincts out of a total of 2,360 
showed 91,300 votes for and 43,768 against. 

Approval by voters of the charter amend- 
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ment marked the first definite step in the city’s 
plan to obtain a monopoly on electric produc- 
tion and distribution. The next step was the 
ratification of the amendment by the state 
legislature, which convenes in January. 

The third and final step was said to entail 
the payment by the three corporations, within 
30 days after ratification, of $505,421 in back 
payment and settlement of all gas franchise 
controversies, following which the city would 
issue to each of the three corporations a 35- 
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year franchise to supply gas for heat and 
power. Each corporation would pay a mini- 
mum franchise fee of one per cent of its gross 
receipts annually from the sale of gas within 
the city, plus a pipe line fee for pipe lines used 
in transporting gas to points outside the city. 

The properties to be taken over by the city 
belong to the Los Angeles Gas and Electric 
Corporation, Southern California Gas Com- 
pany, and Southern Counties Gas Company 
of California. 


Seeks Control of Revenues 


ROPOSED charter amendments, which would 

give the San Francisco public utilities com- 
mission greater control over municipal utility 
revenues than it now has, were submitted to 
the mayor’s special charter revision commit- 
tee last month by Utilities Manager Cahill. If 
approved by the committee, the proposals 
would be forwarded to the board of super- 
visors to be submitted to the voters at the 
February special election. The amendments 
were designed to have the following results: 

(1) Eliminate the necessity of beginning in 
1937 to “pay for each public utility twice from 
its own revenues”; (2) make it possible for 
the utilities commission, with the approval of 
the mayor and board of supervisors, to use 
surplus revenues of one utility to extend the 
service of another; (3) enable the utilities 
commission to establish an adequate operating 
surplus for each utility; (4) deprive the mayor 
and board of supervisors of the right to use 
utility revenues for tax reduction or any other 
purpose except on recommendation of the 
utilities commission. 

The utilities commission is said to have 
chafed for several years under charter provi- 
sions which necessitate the paying off of bonds 
and, in addition, the setting up of a deprecia- 
tion reserve for each utility sufficient to buy 
the utility again at the end of the bond amorti- 
zation period. 


Uniform Gas Rates 


Canes of surplus industrial fuel 
gas schedules was ordered recently by the 
state railroad commission which was said to 
be seeking the establishment of uniform rates 
by the three major Southland gas companies. 
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Particularly affected by the commission rul- 
ing was the Los Angeles Gas and Electric Cor- 
poration which was commanded to “cease 
charging rates higher than the schedule” and 
to make reparations to consumers for charges 
collected in excess of the schedule. The 
Southern California Gas Company and the 
Southern Counties Gas Company also were 
told to file revised schedules covering this 
type of fuel. 

Surplus industrial gas is the amount of ex- 
cess above that used during the winter months 
when the demand is highest. A uniform 
amount of gas is purchased throughout the 
year by the gas companies, so that during the 
summer there is a surplus on hand. This is 
sold at a lower rate to certain industrial con- 
sumers, 

For several years it has been the general 
rule to increase the price one-sixth cent per 
1,000 cubic feet of gas for every one cent per 
barrel increase in the price of fuel oil. In some 
cases, however, there has existed a varying 
rate, not agreeing with the standard and caus- 
ing an undue increase for certain consumers. 


Authorizes Rate Reduction 


Tz state railroad commission recently au- 
thorized reductions totaling $18,000 a year 
in general telephone rates at Taft, McKitrick, 
Maricopa and Fellows, all in Kern county, and 
long distance rate reductions totaling $9,600 a 
year, effective January 1, 1937 

General service reductions were reported to 
affect subscribers of the Kern Telephone Com- 
pany, which proposed the new rates following 
an investigation by commission engineers. 
Long distance savings to consumers in the 
four communities were effected through co- 
operation of the Kern Telephone Company 
and the Pacific Telephone and Telegraph 
Company. 


Plans Rate Cut 


P= to reduce electric rates approximately 


$3,000,000 a year beginning February Ist, 
were announced recently by the Pacific Gas 
and Electric Company. A cut of $4,000,000 a 
year was introduced last January by the com- 
pany, and a further reduction of $2,500, 
yearly was made effective last July. 


Connecticut 


Rate Cut Planned 


Prewue of a reduction of $40,000 a year in 
the electric bills of residents of Derby and 
neighboring communities was made in the 
plans for a merger of Derby and Wallingford 
utility companies approved December 2nd by 


the state public utilities commission. The com- 
mission approved merger of the Derby Gas 
and Electric Company and the Wallingford 
Gas Light Company into the newly formed 
Derby Cas and Electric Corporation of Con- 
necticut. 

The new corporation agreed to bring about 
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the rate reduction in the territory served by 
the Derby company by April 1, 1937. The 
method of reduction will be submitted first to 
the utilities commission for approval. 


The Wallingford Gas Light Company dis- 
tributes gas only and no mention was made 
of a change in gas rates. Wallingford is served 
with electricity by a municipal company. 


Florida 


Orders Gas Audit 


)  pgenrndy rate and traffic division recently 
was instructed by the city commission 
to examine the records of the Miami Gas 
Company and prepare a report on the feasibil- 
ity of further reductions in gas rates, after 
the commission heard lengthy, statistical argu- 
ments by Mark R. Chartrand, president of the 


Public Utilities Protective League, Commis- 
sioner E. G. Sewell and W. A. Glass, the latter 
representing the gas company. 

Chartrand and Sewell contended further 
lowering of rates was possible whereby the 
small consumer would be benefited. Sewell 
proposed a comparative tabulation of gas rates 
in Miami and in 10 other Southern cities, 
along with the local investigation. 


Indiana 


Opposes Utility Purchase 


Ayor SAM BEECHER of Terre Haute was 
recently reported seeking a new avenue 
for acquisition of municipally owned electric 
and water plants following defeat by the city 
council of proposals by the mayor in three 
separate votes. The municipal ownership issue 
was brought before the council in the form of 
two resolutions and an ordinance. All were 
introduced over the signature of Carl Mundell, 
councilman. His vote was reported the only 
one recorded in their favor. 

The first resolution proposed authorization 
by the council of a survey of the electric dis- 
tribution system, preparatory to purchase of 
the system by the city. Motion for adoption 
was not seconded and Robert Welch, acting 
president, ruled the motion lost. The resolu- 
tion was stricken from the record, it was re- 
ported. 

When a second resolution recognizing the 


petition signed by more than 5,000 voters and 
setting in motion the machinery for a special 
election on the question of purchasing the 
Terre Haute Water Works Corporation was 
offered, it was defeated in the same manner. 
The ordinance specifically providing for a 
special election on municipal ownership of the 
water works was killed by the same eight to 
one vote. 


To Aid Electricity Sale 


CONTRACT with the city of Crawfordsville 

was closed by the Electric Home and 
Farm Authority, Clarence Manion, state di- 
rector of the National Emergency Council, 
announced last month. The contract provides 
that the Electric Home and Farm Authority 
and Crawfordsville’s utility cooperate in fi- 
nancing the sale of electrical appliances for 
_ by consumers located on the utility’s power 
ines. 


lowa 


Voters Reject City-owned 
Waterworks 


Com of Davenport, at a special election, 
recently voted 5,105 to 2,224 against the 
proposition for municipal ownership of the 
local waterworks system. It was proposed 
that the city acquire the properties of the 
Davenport Waterworks Company, owned and 
managed by the American Waterworks and 


gaa Company, for approximately $3,000,- 


The local water company took no part in 
the campaign before the election, except to 
state its willingness to sell upon a favorable 
vote of the people according to the terms of 
its contract with the city. 

Acquisition of the properties was to he 
financed by the sale of water revenue bonds, 
bearing a low rate of interest, to a banking 
syndicate. 
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Kentucky 


Announces Uniform Schedule 


T= Kentucky Utilities Company on De- 
cember Ist announced a uniform rate 
schedule in 400 Kentucky communities, effec- 
tive January Ist, which, it was said, repre- 
sented annual savings to consumers of $375,000. 

Mr. Robert M. Watt, president of the com- 
pany, explained that creation of the state pub- 
lic service commission, a single rate-making 
body, made it possible for his and other util- 
ities to set up uniform rates in the state. Sub- 
sidiary companies participating in the new 
schedule were the Lexington Utilities and 
Kentucky Power and Light companies. 

The new rates supplant the old room-basis 
rate used in many Kentucky towns. The 400 
communities affected are in 69 counties with 
combined population of about 410,000. The 
new rate is based on a block plan, with all 
communities grouped into four classifications 
on a basis of population. The rate applies to 
domestic, commercial, agricultural and street 
lighting services. 


Plans State-wide Probe 


A STATE-WIDE investigation of rates charged 
by all utilities operating in Kentucky is to 
be made during his administration, Governor 
A. B. Chandler disclosed last month. The 
purpose of the widespread inquiry, the gov- 
ernor said, will be to “protect every citizen 
from anybody who may seek to take unfair 
advantage of the public.” 

Governor Chandler’s announcement was 
made at a meeting held in the capitol of ap- 
proximately 50 representatives of cities and 
counties served by the Southern Bell Tele- 
phone and Telegraph Company. The purpose 
of the meeting, which was called by the gov- 
ernor and presided over by him, was to discuss 
the telephone rate controversy and prepare for 
the state-instituted rate investigation being 
made under the direction of J. A. Krug, of 
Madison, Wis. The governor said that when 
the telephone rate problem has been disposed 
of, the state will investigate all other utility 
rates to determine if they are fair. 


Massachusetts 


Light Rate Cut 


7 HE Quincy Electric Light and Power Com- 


pany last month filed a new schedule of 
reduced rates with the state public utilities 
commission, effective January lst, under which 
virtually all of the 2,200 customers of the 
company were expected to benefit. The rate 
reduction will mean a saving of $100,000 an- 
nually. The new rates, available for all do- 
mestic purposes in private dwellings or apart- 
ment houses, are six cents for the first 20 kilo- 
watt hours; four cents for the next 80; three 
cents for the next 200, and two cents for all 
over 300. 

The new general lighting rate as filed by the 
company has a six-cent assessment for the 
first 500 kilowatt hours, five cents for the next 
1,000, four cents for the next 2,000, three cents 
for all over 3,500. The old general lighting 
rate provided six and one-half cents for the 
first 1,500, five cents for the next 2,000 and 
three cents for all over 3,500. 

The company’s new power rate is six cents 
for the first 600 kilowatt hours, four cents for 
the next 400, three cents for the next 500, and 
two cents for all over 1,500. 

The rate reduction of the Quincy company 
was the fourth major rate reduction in six 


weeks and brought the total annual saving to 
electric consumers to $580,000, it was reported 
to Chairman John J. Murray of the commis- 
sion. 

Other sizable reductions in electric rates 
which have been put into effect recently are 
the $190,000 cut ordered by the department of 
public utilities in the rates of the Lawrence 
Gas and Electric Company ; $190,000 voluntary 
reduction by the New Bedford Gas and Edi- 
son Light Company, and a voluntary reduc- 
tion to commercial customers of the Bos- 
ton Edison Electric Illuminating Company 
amounting to $100,000. 


Recommends Sliding Scale 


| apn gyre of legislation which would per- 
mit gas and electric companies in the 
Commonwealth to adopt the sliding scale 
method of rate making was included among 
the recommendations made to the state legisla- 
ture last month by the state public utilities 
commission. 

A year ago, the legislative branch of the 
state government, after consideration of a 
report by a special recess commission, referred 
the matter of sliding scale system of rate 
making to the public utilities commission for 
further study. 





PUBLIC UTILITIES FORTNIGHTLY 


Minnesota 


Move to Bar Control Change 


0-CALLED conservative and liberal elements 
of the St. Paul city council were reported 
last month preparing to present a united front 
against any attempt to remove control of the 
city’s electric utilities from the city to the 
state. 
Mayor Gehan said he had heard rumors of 
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such a plan. He said it would mean that most 
of the taxes now coming to the city from the 
utilities would go to the state. He added that 
history shows that state control of a city’s 
utilities nearly always is detrimental to the 
city’s interests. Herman C. Wenzel, utilities 
commissioner, was said to agree with the 
mayor’s position, and promised to prepare a 
resolution opposing any such move. 


Missouri 


Orders Phone Appraisal 


|= state public service commission on No- 
vember 26th directed its engineers and ac- 
countants to make a state-wide appraisal and 
audit of the properties of the Southwestern 
Bell Telephone Company and its subsidiaries. 
The action, which was taken by the commis- 
sion on its own motion, would determine the 
value of the properties and eventually estab- 
lish the rates the Southwestern Bell would be 
allowed to charge for local exchanges and 
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long distance tolls in its intrastate business. 

The appraisal and audit was to cover prop- 
erties of the Southwestern Bell in St. Louis 
and 86 other Missouri towns and cities. Engi- 
neers and accountants of the commission have 
been engaged for the last year and a half in 
making an appraisal and audit of the Kansas 
City Telephone Company, controlled by the 
Southwestern Bell. It was said the Kansas 
City audit would be completed within a short 
time and would dovetail into the state-wide 
appeal. 


New Jersey 


Confer on Utility Rates 


T HE state public utilities commission on De- 
cember Ist started conferences with util- 
ity leaders with the purpose of negotiating 
yearly reductions of $3,000,000 to $5,000,000. 
The first conference was with officers of the 
Public Service Electric and Gas Company and 
was reported to concern electric rates particu- 
larly. The company promised to give the com- 
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mission estimates of 1937 revenues and operat- 
ing costs. Public Service officials maintained 
costs are rising, the tax burden is heavier and 
the company will have an added expense of 
from $800,000 to $1,000,000 due to the Social 
Security Act. 

Harry Bacharach, president of the commis- 
sion, said the commission’s inquiry would in- 
clude electric, gas, water and possibly tele- 
phone companies, 


New York 


Municipal Plants Cut Rates 


aes of $114,000 annually to consumers 
in Freeport and Rockville Centre were 
contained in revised electric rate schedules 
submitted to the state public service commis- 
sion recently by the municipal power plants in 
those two villages, effective last month. 

The Freeport reduction amounted to $61,- 
922, or an average of 18.5 per cent. The re- 
duction to residential consumers was 21.9 per 
cent, and that to commercial users, 14.7 per 
cent. The new residential rate proposed con- 
sisted of a minimum charge of 90 cents a 
month for the first 14 kilowatts, or less; 4.5 
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cents a kilowatt for the next 26 kilowatt 
hours; 3.6 cents for the next 60; 2.79 for the 
next 100; 1.98 cents for the next 100, and 1.94 
for all over 300 kilowatt hours a month. 

The Rockville Centre application said the 
saving to consumers would be $52,850 annual- 
ly. The average reduction was 15.6 per cent, 
with that in residential rates 17.1 per cent, 
and in commercial rates 11.5 per cent. The 
new residential rates were said to be 90 cents 
for the first 14 kilowatts or less, 4.5 cents for 
the next 26 kilowatts, 3.6 cents for the next 
60 kilowatts, 2.8 cents for the next 100 kilo- 
watt hours and 1.9 cents a kilowatt hour for 
all over 300 kilowatt hours. 
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North Carolina 


Rejects Gas Purchase 


T= officials on November 28th advised 
state utilities Commissioner Stanley Win- 
borne that the town of Oxford had rejected 
the suggestion that it purchase gas from the 
Henderson and Oxford Gas Company at Hen- 
derson and retail it to the citizens of Oxford. 
The suggestion was made by Commissioner 
Winborne following a hearing on the petition 
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of the gas company to discontinue its service 
at Oxford. 

The company reported at the time of the 
hearing that it had failed to make money on 
its Oxford operations for a number of years 
due, largely, to heavy leakage through worn- 
out mains. The company manufactures gas at 
Henderson and pipes it to Oxford through 
approximately 15 miles of mains and proposes 
to sell “bottled” gas there in the future. 


North Dakota 


Electricity Cost Decreasing 


ig sg rate reductions of $1,187,474 have 
been effected in North Dakota in the four 
years ending June 30th, the state railroad 
commission stated in its annual report to Gov- 
ernor Walter Welford last month. 
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The board stated that cost of electricity has 
been steadily decreasing for the past several 
years from an average cost of 5.3554 cents 
per kilowatt hour in 1931 to 4.5138 cents in 
1935, adding that this difference would amount 
to almost $975,000 on the electrical energy sold 
during 1935. 


Ohio 


Kills Utility Proposal 


EGISLATION including a plan sponsored by 


Mayor Myron B. Gessaman and approved 
by Robert Tucker, superintendent of the Co- 
lumbus municipal light plant, to make im- 
provements totaling $260,000 at the city light 
plant in 1937 was being prepared by the law 
department, it was announced last month, fol- 
lowing approval of the mayor’s proposal by 
the city council by a vote of four to three. 

All previous ordinances setting up the light 
plant as a separate utility would be rejected 
by this margin, it was believed, provided the 
line-up on the mayor’s proposal held fast. 
City Attorney John L. Davies warned that 
if the plant were made a separate utility it 
would probably endanger the city’s chance 
of getting any public works grant for the 
$1,000,000 extension voted by the electorate 
three years ago. 


Wins PWA Contract 


HE Cleveland Electric Illuminating Com- 
pany recently received a contract from the 
Public Works Administration for furnishing 
power to three low cost housing projects in 
that city. Power is to be supplied at a stand- 
ard wholesale rate schedule averaging 1.25 
cents per kilowatt hour. The company will 
install and maintain necessary equipment such 
as transformers and meters. The contract is 
for one year. 
The contract was awarded when the com- 
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pany submitted a lower bid than the Cleveland 
municipal electric plant. The municipal plant 
protested to Public Works Administrator 
Ickes against acceptance of the utility’s bid, 
it was reported. The utility then appealed to 
the Comptroller General of the U. S. which 
official upheld its bid. 


Light Bills Canceled 


LEVEN hundred citizens of St. Clairsville 

received a $3,600 Christmas present last 
month. The board of public affairs canceled 
that amount in November electric bills, and 
reported a surplus of $20,000. 

The 800 customers of Huron’s municipal 
light distribution plant also received their bills 
for November marked “paid.” The amount 
involved was said to be about $2,500. The 
village buys electricity and uses its own plant 
for distribution. Last February’s bills were 
canceled similarly. 


Named to Gas Committee 


OUNCILMAN WILLIAM C, REED, chairman 

of the utilities committee of the Cleveland 
city council, recently was named to a five-man 
committee of the United States Conference 
of Mayors to investigate the natural gas situa- 
tion throughout the United States. Reed, who 
has advocated the adoption in Cleveland of a 
cooperative gas franchise similar to Detroit’s, 
was appointed by Mayor Fiorello H. La 
Guardia of New York, conference president. 
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Other members of the committee include 
John W. Smith, president of the Detroit coun- 
cil; John Q. Carey, vice mayor of Toledo; 
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William J. Swoboda, mayor of Racine, Wis, 
and Herman Wenzel, St. Paul commissioner 
of public utilities. 


Oregon 


Survey for Power Outlet 


A extensive mineral survey of the North- 
west has been authorized by the United 
States engineers as a part of their program to 
seek new uses for the thousands of horse- 
power of electrical energy which will be gen- 
erated at Bonneville and Grand Coulee dams. 
Dr. E. T. Hodge of the University of Oregon 
department of geology will direct the survey. 

Reports were expected on experiments 
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which have been conducted by engineers and 
geologists on refractory materials found in 
Northeastern Washington. That territory was 
regarded as an important prospective source 
of aluminum. 

Dean Drucker of the Washington State Col- 
lege school of mines has been carrying on 
experiments with magnesite and dolomite ore 
taken from Washington to determine the feas- 
ibility of producing magnesium metal from 
them by electrometallurgical processes, 


Pennsylvania 


Reveals Legislative Plan 


ey eo to abolish the Philadelphia City 
Gas Commission will be sought by Mayor 
Wilson when the legislature convenes in Har- 
risburg in January. It was also reported that 
the mayor then will ask the state public ser- 
vice commission to fix the gas rate for Phila- 
delphia at 50 cents per 1,000 cubic feet. These 
disclosures were made after the gas commis- 
sion, headed by Samuel M. Vauclain, an- 
nounced the rate for gas in 1937 had been 
fixed at 90 cents a thousand cubic feet, the 
same as for 1936. 

Mayor Wilson said he was confident the 
legislature would take such steps as are neces- 
sary to protect the gas consumers. He said 
the legislature could wipe out the gas commis- 
sion within 30 days and then direct the state 
commission to fix a temporary rate. 


Power and Gas Rates Cut 


| pape and gas rate cuts totaling $700,000 
ear by the Pennsylvania Power and 
Light t Co ompany were announced December Ist 
through the state public service commission 
for all bills presented after January Ist. 
About $570 0,000 of the saving applied to 
46,000 customers taking commercial light and 
ower service. The remainder was saved to 
oth electric and gas customers, through a re- 
duction in the charge for tardy payments from 
10 per cent to 5 per cent. The company also 
was reported to be giving Federal and state 
governmental agencies 30 days’ credit instead 
of 15 before applying penalties. 
The action, it was sai , would have no effect 
on the state commission’s investigation into 
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the power and light company’s rates, started 
after the company made reductions which cut 
about $1,500,000 off its annual earnings. The 
company serves 27 counties. 

The commission also announced that rural 
customers of the Philadelphia Electric Com- 
pany would enjoy a lower rate basis after 
December 5th. The commission statement 
said the plan provided that all present and 
prospective consumers “will obtain service on 
a minimum charge basis of $12 per mile, or 
$1 per 440 feet regardless of the cost of the 
present or future lines.” It was said service 
would be available on minimum charges that 
would range from 43 per cent to 73 per cent 
less than the former guarantees dependent 
upon the distance necessary per average 
customer. 


Makes Reduction 


RATE reduction aggregating a savin 
approximately $1,000,000 a year to a 


of 
ut 


140,000 non-residential consumers has been 
made by the Philadelphia Electric Company, 
effective December 5th, the state public service 
commission announced recently. The new rate 
does not affect large industrial and purely 


residential users of light and power. Chief 
beneficiaries will be consumers who have 
offices of business establishments taking elec- 
tricity jointly with their residences. The com- 
mission explained that the rate reduction was 
effected by lowering the second step of the 
general light and power rate to 4% cents from 
5 cents for each kilowatt hour. 

This was said to be the fourth major rate 
reduction to be made by the company in the 
past two years. 
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Rhode 


Requests Funds for Survey 


OVERNOR THEODORE FRANCIS GREEN at the 

opening session of the special session of 
the general assembly last month, requested an 
appropriation of $259,000 to cover a survey of 
public utilities. He stated : 

“The electric public utilities occupy a large 
place in the public mind at present. The aver- 
age citizen wants to see both the utility com- 
panies and the public treated fairly. The aver- 
age citizen, or even the well-informed citizen, 
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Island 


however, is unable to reach any definite con- 
clusion as to what constitutes fair treatment, 
especially in the matter of rates. The general 
opinion is that rates are excessive. To help 
the authorities reach just conclusions, it is 
necessary first to ascertain whether or not the 
utilities are exploiting the investing public by 
the sale of unsound securities, and whether 
or not the service is of proper quality. The 
conclusions can be determined only after a 
thorough survey of the properties used in 
serving the public.” 


‘Tennessee 


Proposed Power League Killed 


Ane organization of municipalities 
into a permanent “Protect the Consumer” 
group was torpedoed into oblivion last month 
when a stormy conference adjourned “for- 
ever.” The conference, attended by represen- 
tatives of 67 municipalities was sponsored by 
the Chattanooga Electric Power Board. Its 
stated purpose was to “furnish consumers rep- 
resentation in power pool negotiations.” 

The conference was adjourned on motion of 
Mr. George R. Dempster, Knoxville city man- 
ager, who described it as “an outrageous in- 
sult to the President and to the TVA.” In his 
statement, Mr. Dempster styled himself as a 
strong supporter of President Roosevelt and 
his policies and said he had advocated munici- 
pal ownership of power interests for 30 years 
or more. 

Colonel Harold C. Fiske, chairman of the 
electric power board, and temporary chair- 
man of the meeting, attempted to forestall a 
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vote on the loudly applauded motion by calling 
for a noon adjournment but was voted down. 
W. A. Cockrum, member of the Knoxville city 
council power committee, and Mayor Gilbert 
Goodwin of Lenoir City joined the demand 
for the vote. It was unanimous, 

Colonel Fiske opened the meeting with an 
address in which he described the need for 
“an organization representing the consumer 
which could furnish them a representative at 
power pool conferences.” He was followed by 
Representative John E. Rankin, of Mississippi, 
who denounced the “power interests” and any 
government participation in such parleys, 

Representative Rankin was not present when 
the conference adjourned, but later made the 
charge in Washington that the “permanent ad- 
journment” of the power conference “was 
brought about by real enemies of the TVA.” 
Colonel Fiske said “he was surprised at the 
turn of events,” and added “any further action 
by the Chattanooga Electric Power Board 
would be done individually.” 


Texas 


Rejects Municipal Ownership 


B y a vote of 400 to 127, the taxpayers of Bay 
City on December Ist defeated a proposal 
to issue $225,000 in revenue bonds for the 
erection of a municipal electric plant. The 
project was sponsored by the city council and 
engineering advice was furnished by the Gar- 
rett Engineering Company of Houston. 

The Central Power and Light Company, 
which serves Bay City as a part of its trans- 
mission system, holds a franchise which does 
not expire until April, 1938. It was argued 
that the proposed municipal plant would be so 
profitable as to reduce taxes for the 6,000 
inhabitants of the city. No government loan 
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was involved in the election and the plant was 
to have been financed by revenue bonds. 


Cooperative Gets Loan 


| Pip nirctege of a $400,000 loan contract be- 
tween the Rural Electrification Adminis- 


tration and the Hill — Electric Company, 
q 


a cooperative with headquarters at Itasca, 
Texas, was announced recently by Adminis- 
trator Morris L. Cooke. 

The contract provides for construction of 
300 miles of electric line to serve 1,055 rural 
customers in Hill, Ellis and Johnson counties. 
It was specified in the agreement that $100,000 
of the $400,000 loan may be used for a gen- 
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erating plant if a satisfactory wholesale en- 
ergy contract cannot be negotiated. The rest 
of the loan, it was said, will be spent on line 
building. 


Gets PWA Grant 


Az”? grant of $140,000 to the city of 
. &Brenham, Washington county, for a mu- 
nicipally-owned electric generating plant and 


distribution system, ar ag ay street lighting, 
was announced recently by PWA Adminis- 
trator Harold L. Ickes. Estimated total cost 
of the project was given at $310,000, with the 
city raising the funds above the grant. No 

loan was announced. Details of the 
proposed construction have already been 
worked out and tentatively approved. Actual 
construction of the system was expected to get 
under way in the very near future. 


Washington 


Defeats Public Ownership 


ya on December 5th defeated a pro- 
posal to authorize a $900,000 bond issue 
to acquire properties of the Pacific Power and 


Light Company, by a vote of 4,713 to 723. 

Yakima, which is midway between Bonne- 
ville, and Grand Coulee, at the November 
election rejected a plan to establish a county 
municipal utility district. 


West Virginia 


Agree on Phone Cut 


Ca of the Bluefield Telephone Com- 
pany recently received a reduction of 
rates which the state public service commis- 
sion said would save them about $20,000 a 
year. The commission said the new charges, 
effective January Ist, were agreed to by com- 
pany officials after investigation of the rates. 


Representatives of the company, which 
serves consumers at Princeton, Bluefield, Va., 
Tazewell, Va., and other communities in Mer- 
cer and McDowell counties in West Virginia 
and Tazewell county, Virginia, told the com- 
mission the reduction in toll charges and ser- 
vice prices would amount to $19,704.82 a year. 
The commission had first proposed a reduc- 
tion of $22,000 a year. 


Wisconsin 


Seeks State TVA Plan 


AT power program patterned on the 
TVA “yardstick” principle was reported 
last month to be among the La Follette ad- 
ministration’s major recommendations to the 


1937 legislature. The program consisting of 
a constitutional amendment empowering the 
state to go into the power business and a bill 
authorizing municipal competition with pri- 
vate utilities will be reintroduced by the ad- 
ministration, but the prospect of passage was 
said to be as dim as ever. 


Village Title Attacked 


pe the fact that the village of Brook- 
lyn has paid into court the fixed price for 
the electric utility in the village, and that the 
state public service commission has issued an 
order purporting to deed the utility to the vil- 
lage, the Wisconsin Power and Light Com- 
pany’s attorney last month contended that the 
village has not acquired title to the property. 
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The contention came to light when attorneys 
for the village wrote to company attorneys 
suggesting a conference at which some ar- 
rangement might be made by the village for 
securing electric power at wholesale for op- 
eration of the village utility. 

Replying to the letter, William Ryan, com- 
pany attorney, told the attorneys for the vil- 
lage that they had been advised from time to 
time that the company’s position has been that 
the commission had no authority to extend the 
4-month period which the village was allowed 
to make “payment of just compensation,” and 
that since the time was exceeded, the commis- 
sion has lost jurisdiction in the matter. For 
this and other reasons not specified, Mr. Ryan 
wrote that the Wisconsin Po ower and Light 
Company, owner of the property, would not 
surrender title and therefore there was no 
reason for such a conference. 

This was said to be the first time in more 
than five years since the acquisition proceed- 
ings were started that the village ever has 
indicated how it expected to secure power to 
operate the utility. 
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The Latest Utility Rulings 





Accounting Requirements of Federal Communications 
Commission Sustained by Supreme Court 


HE Supreme Court of the United 

States upheld provisions in an order 
of the Federal Communications Com- 
mission relating to accounting for “origi- 
nal cost” of telephone property. The 
commission order also required that cer- 
tain charges be just and reasonable and 
provided for the division of plants in 
present use from those held for future 
use. 

The substance of the original-cost re- 
quirement involves the definition of the 
term and the setting up of separate ac- 
counts for the recording of the purchase 
price of property acquired by the ac- 
counting company. There must be sepa- 
rate accounts for telephone plant in 
service, telephone plant under construc- 
tion, property held for future telephone 
use, and telephone plant acquisition ad- 
justment. 

Justice Cardozo said concerning these 
accounts : 


The sum of the three accounts which rep- 
resent the original cost of property acquired 
by the accounting company from other tele- 
phone utilities may be less or greater than 
the investment in such preperty by the ac- 
counting company itself. 

The difference is taken care of by the 
account, telephone plant acquisition adjust- 
ment (a rule), which provides that the 
amount recorded in this account with re- 


spect to each property acquisition shall be 
disposed of, written off, or made for the 
amortization thereof in such manner as the 
commission may direct. 


The opinion by Justice Cardozo refers 
to “the widespread belief that transfers 
between affiliates of subsidiaries compli- 
cate the task of rate making for regula- 
tory commissions and impede the search 
for truth.” He points out that there is 
an absence of arm’s length dealing be- 
tween related companies, and the price 
agreed upon between them may be a 
poor criterion of value, and even if the 
property has been acquired “by treaty 
with an independent utility or a member 
of a rival system, there is always a possi- 
bility that it is nuisance value only and 
not market or intrinsic value for the uses 
of the business that has dictated the 
price paid.” 

The importance of the decision of the 
Supreme Court is increased because the 
principles established are followed by 
the Federal Power Commission in pre- 
scribing accounts for utilities under its 
jurisdiction. The accounting system pre- 
scribed under the Public Utility Act of 
1935 is similar to the system established 
by the Federal Communications Com- 
mission. American Telephone & Tele- 
graph Co. v. United States. 
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Montana Remedy in Rate Cases Not Adequate 
to Bar Federal Court 


TS plain, speedy, and efficient rem- 
edy stipulated by the Johnson Act 
as a condition of excluding Federal dis- 
trict court jurisdiction in state rate cases 
does not exist in the state of Montana, it 
has been ruled by the United States Su- 
preme Court. The high court, in making 


this ruling, reversed a decision of the 
district court of the United States for 
the district of Montana. 

Provisions of the Montana laws pro- 
hibit a stay or injunction prior to final 
determination. This, it was contended 
by the Montana commission, plainly con- 
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flicts with the Federal Constitution and 
should be disregarded. It was argued 
that when this is eliminated there are 
other statutory provisions which permit 
the state court to issue appropriate pre- 
liminary relief. Mr. Justice McReynolds, 
delivering the opinion of the Supreme 
Court, pointed out that while the inhibi- 
tion had not been definitely sustained 
by the supreme court of the state against 
an attack based upon unconstitutionality, 
it had been recognized without sugges- 
tion of disapproval in certain cases. He 


declared that the court could not con- 
clude that a plain, speedy, and efficient 
remedy in the state courts existed where 
a state statute denying it has not been 
authoritatively condemned. He added: 


In the circumstances it is impossible to 
know what position the courts of the state 
would take. A “plain, speedy, and efficient 
remedy” cannot be predicated upon the 
problematical outcome of future considera- 
tion. 


Mountain States Power Co. v. Public 
Service Commission of Montana. 
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Person Entitled to Customer-Financed Rural Rate 


HE question arose in a case before 

the Wisconsin commission as to 
who is entitled to a customer-financed 
rate, the original contributor who has 
moved from a farm on which he origin- 
ally contracted for service or the subse- 
quent occupant of the premises. The 
commission held that in the particular 
case under investigation there had been 
an understanding between the company 
and the contributor to the line that he 
would have the benefit of the rate al- 
though he moved to another location on 
the same line. The commission’s rule, 
however, provided that the customer- 
financed rate should attach to the prop- 
erty of each existing customer and con- 
tinue in favor of any subsequent pur- 
chaser of the property. 

The commission was of the opinion 
that the most practical manner of treat- 
ing the matter of refunds of customer 
contributions and eligibility to customer- 
financed rates was to consider that such 
rights went with the service location un- 
less a contractual provision stated other- 
wise. The commission said: 


Where a company is required to make a 
refund to the original contributor, consider- 
able difficulty is often experienced in locat- 
ing the party to whom the refund should be 
made, especially when the original contribu- 
tor has moved out of the utility’s territory. 
In many cases it is conceivable that the 
original contributor if he moves from his 
farm will no longer be a customer of the 
company at his new location. If the right 
to a particular rate remains with this indi- 
vidual the subsequent occupant of the 
premises is denied the advantages of a 
lower rate, and the company is allowed to 
charge a rate higher than is justified in view 
of the fact that they have little or no invest- 
ment in the extension, 

The facilities necessary in a service con- 
nection are in the nature of fixtures. A con- 
tributor ordinarily would not find it practi- 
cable when he moves away to pull up poles 
and roll up wire to which he has contributed. 
One way to avoid such difficulties would be 
to refund to contributors when they move 
away and require a contribution from new- 
comers on the line. This same result is 
achieved more conveniently for all con- 
cerned by treating the contributor’s rights as 
passing to the new owner or occupant when 
a change of tenure takes place. 


Re Burnett County Light & Power 
Co. (2-U-1024). 
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Stock Dividend Is Linked with Purchase of New Stock 


N application by the Carolina Tele- 
phone and Telegraph Company for 
permission to issue from its surplus 
$600,000 of capital stock to its present 


stockholders and for authority to issue 
and sell $400,000 of new capital stock 
resulted in an order by the North Caro- 
lina commission permitting the issuance 
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of stock to present stockholders in the 
sum of $500,000, with the provision that 
at the same time new capital stock be 
sold to the amount of $500,000 and the 
cash be actually paid by the purchasers 
to the company. 

The commission considered that 
$600,000 was too large an amount for 
the stock dividend and $400,000 was too 
small an amount for additions and 
betterments of the company. The com- 
mission was further of the opinion that 
the issuance of the new stock from sur- 
plus should be inseparable from the issue 
of new stock, one conditioned upon the 
other. 

The company showed that over a 
period of years it had accumulated a 
surplus of over $800,000, and the stock- 
holders by foregoing dividends had ac- 
tually reinvested in the utility approxi- 
mately $678,000. The commission con- 
sidered an argument that the company 
should have paid out in cash each year 
the excess earnings and not have allowed 
its surplus to accumulate to the extent 
shown, and that when it became neces- 
sary to invest new capital in the utility, 
additional stock should have been issued 


and sold as needed. The commission 
said: 

This method may be followed in the 
future but has not been customary in the 
past, and in the end there is very little, if 
any, difference between paying out the sur- 
plus and selling new capital and in retaining 
and accumulating the surplus, investing it 
in the plant and later issuing stock for the 
accumulations so invested. The real remedy 
is in preventing the accumulation of excess 
surplus by reducing rates before the surplus 
accumulates. However, this commission be- 
lieves that a utility must not be penalized or 
punished for economical management and 
good business foresight and that the stock- 
holders are entitled, along with the public, 
to share some of the rome A resulting from 
prudent management, otherwise the incen- 
tive to eliminate waste will be removed. 


It was further said that while under 
the law the company could have paid 
out each year its excess earnings, yet, as 
a matter of fact, “no utility which in- 
tended to continue in business would 
have been so unwise, and furthermore 
the subscribers of the company have a 
moral right to expect that from the rates 
and charges paid by them to the utility 
a sufficient amount will be retained by 
the utility as a surplus.” Re Carolina 
Telephone and Telegraph Co. 


e 


Stock Dividend from Accumulated Surplus Authorized 


N application by the Elizabethville 

Water Company for approval of the 
issuance of $5,000 of stock to be distrib- 
uted as a dividend to stockholders was 
approved by the Pennsylvania commis- 
sion, where it appeared that a surplus of 
$14,175 had been accumulated. The com- 
mission said : 


In view of the fact that petitioner has 
created a surplus through the retention of 
earnings, which surplus is sufficient to ab- 
sorb the proposed stock dividend and leave 
a balance for possible future losses, we will 
approve this application. 


Re Elizabethville Water Co. (Securities 
Docket No. 199). 


What Constitutes Abandonment 


LB pcre ntennigne of telephone ser- 
vice because of lack of attached 
customers is not abandonment. Such is 
the rule announced by the Wisconsin 
commission in a decision holding that a 
telephone company which had operated 
in a certain area prior to the enactment 
of the Public Utility Law still had the 


right to operate and furnish service from 
a line which had been unused for years. 

The commission said that to constitute 
abandonment there must be some clear 
and unmistakable affirmative set or 
series of acts indicating a purpose to re- 
pudiate ownership, or inconsistent with 
any further claim of title or ownership ; 





PUBLIC UTILITIES FORTNIGHTLY 


that is to say, an unequivocal and deci- 
sive act or acts of relinquishment. Re 


Beef River Valley Telephone Co. (2-U- 
989). 


e 


Inducement Gas Rates Approved by Wisconsin Commission 


N optional arrangement for gas rates 
was approved by the Wisconsin 
commission so as to make available to 
customers using large quantities of gas 
a lower total bill. Existing rates were of 
the block form while the new induce- 
ment rates provided for a fixed charge 
and lower consumption rate. 

The commission stated that as a gen- 
eral rule it did not look with favor upon 
indefinitely continued optional rates for 
the same class and kind of use, but ap- 
proved the proposal of the company for 
inducement rates, and added: 

In reaching this conclusion, we have con- 
sidered the following facts: (1) The im- 
mediate rate reduction is of material 
amount. (2) The new rates will have to be 
further reduced before 75 per cent of the 
customers will be benefited, and hence 
served on the new rates. At the present time 
the lowest 25 per cent of the customers use 
900 cubic feet per month or less. Thus, un- 
less the number of customers using more 
than this amount is materially increased, the 
new rates would have to be equalized with 
the present rate at 900 cubic feet before the 
present rate could be withdrawn under the 
company’s proposal. (3) If at any time the 
operation of the company’s plan appears to 
be unreasonable or unjust the commission 
may institute an investigation of the matter 
and make such changes as appear to be rea- 
sonable and necessary. 


Concerning the present rate, which 
contained a long first block of 5,000 cubic 
feet at $1.50 per thousand, the commis- 
sion said that this meant that for almost 
99 per cent of the residential customers 


e 


the present rate was a flat rate. Sucha 
rate not only “fails to distribute the costs 
of service equitably over the different 
users, but provides a minimum of in- 
ducement to increasing use of gas.” The 
commission referred to the fact that a 
large part of the costs of rendering gas 
service must be incurred regardless of 
whether any gas is used or not, and under 
the new optional rate these costs would 
be segregated and covered by a separate 
fixed charge paid by all customers, irre- 
spective of the amount of gas used. This 
would make for greater equity between 
customers and encourage greater use of 
gas because of the lower rates which 
may be charged for actual gas consumed. 
With respect to a difference in schedules 
for residential and commercial custom- 
ers it was said: 


The rate for commercial customers has 
a slightly higher fixed charge. and a longer 
block at the initial rate. These higher 
charges are justified by the fact that the 
average commercial customer places a 
larger demand on the system than does the 
average residential customer. Because of 
this fact, larger production equipment, 
mains, services, and meters must be pro- 
vided for the average commercial customer 
than for the average residential customer. 
It follows that maintenance and fixed 
charges on this equipment, as well as other 
operating costs, are greater per customer 
for the commercial class than for the resi- 
dential class. 


Re Wisconsin-Michigan Power Co. 
(2-U-444, 2-U-451, 2-U-475). 


Rate Complaint Must Have Substantial Foundation to 
Justify Commission Action 


COMPLAINT by gas customers against 

the initial charge for gas of the 
Westchester Lighting Company was dis- 
missed by the New York commission 
on the ground that there was not suf- 
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ficient justification for the commission 
at the time to enter upon a rate case 
involving gas rates. Commissioner Van 
Namee said: 

The commission is not bound by law to 
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THE LATEST UTILITY RULINGS 


proceed with a hearing upon all complaints 
filed with it. It must afford the company 
against which the complaint is filed, an 
opportunity to answer the complaint. If, 
upon examination of the complaint and 
answer, the commission determined that a 
hearing and the taking of testimony is not 
necessary for determination of the matter, it 
may act by order in a final determination 
of the complaint. 


The commission, from its previous in- 
vestigations, was familiar with the situa- 
ticn of the company, and an examination 
of the reports of the company and of 


the various proceedings before the com- 
mission compelled the conclusion that 
the public interest did not demand an 
extended proceeding on gas rates at the 
present time. The company, according 
to its reports, was earning only .9 of one 
per cent return, and it was apparent that 
even if the claim of the company as to 
the value of the property used in public 
service could be reduced by 50 per cent, 
still the return would be less than 5 per 
cent. Customers of Gas v. Westchester 
Lighting Co. (Case No. 8834). 


Auto Stop Signal in Lieu of Gates at Railroad Crossing 


NEW device for protection of mo- 

torists at railroad crossings has 
been installed in various places instead 
of the usual crossing protection gates. 
The New Hampshire commission has 
approved such an installation, known as 
the “Autostop,” as an experiment. The 
commission described the new device as 
follows: 


The “Autostop” is described as a warn- 
ing as well as a safety device and consists 
of a steel barrier with red lights, the letters 
“R X R” and the word “Stop” in reflector 
buttons. It is mounted flush with the pave- 
ment and is placed a distance of about 70 
feet from the crossing extending the full 
width of the highway. As a train approaches 


the crossing, the barrier rises about 4 inches 
where it remains for ten seconds with flash- 
ing lights operating to give proper warning. 
It then rises slowly to 9% inches above the 
pavement where it is locked in position and 
will stop an oncoming vehicle while in this 
position. 

This crossing is now protected by gates. 
Claim is made that the “Autostop” will stop 
a car going at 35 or 40 miles an hour a safe 
distance from the tracks. This offers an 
advantage over gates as frequently gates are 
struck by automobiles which may crash 
through to the tracks. On the other hand 
gates have been satisfactory for foot traffic. 
It appears in this instance that there is little 
of such traffic over this crossing. 


Re State Highway Department (D- 
T1788). 


Other Important Rulings 


pany to waive application of minimum 
rates, held that a mere showing that a 
given rate was necessary to meet the 
threat of competition was not sufficient 


HE California commission declared 

that the scope of lawful operation, 
either as a radial highway common car- 
rier or as a highway contract carrier, is 
limited to the scope of the public liability 
and property damage insurance policy or 
evidence of other public protection which 
the operator has on file, and that the 
scope of such operations cannot be in- 
creased except after increasing the scope 
of such insurance. Re Carlstrom, et al. 
(Decision No. 29183, Case No. 4158). 


_ The California commission, in deny- 
ing authority to a motor trucking com- 


to establish its reasonableness. Re 
Pacific Motor Trucking Co. (Decision 
No. 29211, Application No. 20628). 


The California commission, in holding 
that a highway contract carrier should 
not be authorized to charge less than the 
minimum rates established by the com- 
mission, ruled that the applicant had 
failed to sustain the burden of proof. It 
was said that a mere self-serving decla- 
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ration that rates of the volume of those 
proposed had proven profitable in the 
past was not in and of itself sufficient to 
establish their reasonableness for the 
future, particularly when the record 
clearly showed that numerous factors 
entering into the cost of performing the 
service were not given proper considera- 
tion. Re Mitchell (Decision No. 29198, 
Application No. 20668). 


The California commission held that 
one who holds a radial highway common 
carrier permit, uses independent truck- 
men purely to supplement his own 
trucks, and who controls movement of 
entire volume and of all trucks used, is 
not carrying on two kinds of business 
but only one—that of a carrier. Such 
operations, it was held, are not within 
the authority conferred by a broker’s 
license, and an application therefor 
should be denied. Re Newell (Decision 
No. 29174, Application No. 20456). 


The Pennsylvania commission held 
that a person who solicited orders for the 
hauling of property, principally grocer- 
ies, from about twelve persons or corpo- 
rations, but did not solicit generally, was 
engaged in the transportation of prop- 
erty by motor vehicle as a common car- 
rier although he owned no trucks, had 
no warehouse or platform, and did not 
physically accept or hold any goods for 
transportation, but selected and engaged 
truckers to call at the place of business 
of its customers and secure and haul 
their shipments. Public Service Com- 
mission v. Wilhelm et al. (Complaint 
Docket Nos. 11162, 11172). 


The Tennessee Valley Authority, 
spreading over 40,000 square miles, was 
enjoined recently from further expan- 
sion. An order signed by United States 
District Judge John J. Gore, former law 
partner of Secretary of State Cordell 
Hull, restrained the New Deal power de- 
velopment from “further expansion or 


extension of activities.” The injunction, 
won by nineteen private utilities which 
claim capital investments aggregating 
$900,000,000, will prevent further ex- 
pansion of TVA distribution activities 
until constitutionality of the great pro- 
gram is determined in a separate hearing 
before Judge Gore on March 8th. The 
injunction petition was supplementary to 
the broad suit in which the private opera- 
tors, controlled by Commonwealth & 
Southern, seek invalidation of the New 
Deal’s “yardstick” power program. The 
ruling will “freeze” activities of the TVA 
in their status as of August 20th, pro- 
hibiting further solicitation of municipal- 
ities as consumers for the millions of 
volts being generated by the great dams 
on the Tennessee and Clinch rivers. De- 
livered immediately upon conclusion of 
arguments, the injunction, Judge Gore 
said, will not affect projects already under 
construction or disturb “necessary” con- 
tracts calling for delivery of additional 
power to customers already under con- 
tract with the TVA. Tennessee Electric 
Power Co. et al. v. Tennessee Valley 
Authority. 


Censuring in sharp judicial tones both 
a circuit court of appeals and a district 
court for “irregularities in practice” and 
“delusive interests of haste” in handling 
the Duke Power Company Case, the Su- 
preme Court refused recently to pass on 
the constitutionality of PWA loans and 
grants for municipal power plants. In- 
stead, Chief Justice Charles Evans 
Hughes, speaking the unanimous opinion 
of the court, remanded the case to the 
district court for the western district of 
South Carolina. There the legal fight will 
have to be started all over again, with a 
retrial upon the issues in the light of 
existing facts. The action of the Su- 
preme Court came upon appeal by the 
Duke Power Company from the U. S. 
Circuit Court’s decree upholding a PWA 
loan-grant for the construction of a 
power plant at Buzzard’s Roost, S. C. 
Duke Power Co. v. Greenwood County. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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OKLAHOMA CORPORATION COMMISSION 


Re Southwestern Bell Telephone Company 


[Cause No. 10737, Order No. 10666.] 


Valuation, § 36 — Rate base — Original cost. 


1. Original cost of telephone properties, coinciding closely with estimates 
of reproduction cost, was used to measure value for rate making, p. 3. 


Valuation, § 82 — Accrued depreciation — Elements — Physical deterioration. 
2. Physical deterioration is only one of the many factors that contribute 
to the ultimate retirement of telephone plants, and it is not the most im- 
portant factor, p. 4. 


Valuation, § 83 — Accrued depreciation — Inadequacy — Obsolescence. 


3. Inadequacy, obsolescence, and changes in the art are factors that should 
be given consideration not only in estimating future depreciation, but also 
in estimating accrued depreciation in telephone plant, p. 4. 


Valuation, § 332 — Going value — Separate allowance. 

4. The fallacious contention that an additional amount should be allowed 
for going value, when a plant has been valued after consideration of all the 
elements of cost entering into the construction and placing in successful 
operation has been allowed, is based on the erroneous assumption that any 
utility property regardless of circumstances is worth what it would cost to 
reproduce it and therefore, since it is quite obvious that a profitable venture 
is worth more than an unprofitable one, there must be something added 
to the tangible value of the plant for this assumed additional value, p. 5. 


Valuation, § 352 — Development cost. 

5. No additional allowance was made in the valuation of telephone property 
for cost of attaching subscribers, cost of assembling and training organiza- 
tion, administration, interest on certain items, cost of depreciation on idle 
plant before exchange opened, cost of maintenance and depreciation on 
idle exchange plant after opening, and interest and taxes on idle plant 
after exchange opened, p. 5. 

1 16 P.U.R.(N.S.) 
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Valuation, § 352 — Development cost — Cost of plant records. 
6. Allowance was made in the valuation of telephone property for cost of 


plant records, p. 5 


Expenses, § 84 — Payment to related companies — Management fee. 


7. The full amount of a management fee paid by an operating telephone 
company to a parent company was allowed, p. 7. 


Return, § 111 — Telephone company. 


8. Six per cent was allowed a telephone company as a fair, just, and rea- 


sonable return, p. 7. 


Depreciation, § 77 — Telephone property. 
9. The annual depreciation rate of a telephone company was fixed at 39 


per cent, p. 7. 


Apportionment, § 49 — Telephone exchange compensation from toll. 
10. No allocation of toll revenues to exchange, by way of compensation to 
exchange for the handling of toll calls in addition to the payment of out- 
of-pocket costs, was made, although the Commission said it was not in posi- 
tion to give this matter full consideration, p. 8. 


Expenses, § 114 — Income taxes — Deductions — Interest charges on debt. 


11. Income taxes of a telephone company were computed upon net return 
without regard to the fact that the company in rendering its return was 
allowed to deduct interest charges on its funded debt, p. 9. 


[November 4, 1936.] 


eee, of telephone rates; rate reductions ordered. 


By the Commission: This is a 
proceeding to determine the reason- 
ableness of the rates charged for ex- 
change telephone service by the South- 
western Bell Telephone Company at 
its exchange located within the city 
of Oklahoma City, Oklahoma. 

The investigation of the telephone 
exchange rates at Oklahoma City, 
Oklahoma, has been designated at 
Part IV of general Cause No. 10,737. 
The investigation of the Oklahoma 
City telephone exchange rates have 
been made as a matter of course, un- 
der general Cause No. 10,737, pend- 
ing on the docket of the Commission. 

Heretofore, the Commission or- 
dered its engineering and accounting 
departments to make an investigation 
of the company’s investment and reve- 
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nue earned at its Oklahoma City ex- 
change. The company was given due 
notice of the Commission’s investiga- 
tion, and, pursuant thereto, the com- 
pany prepared to defend its present 
rate schedules. 

The case came on for hearing before 
the Commission, and was heard before 
the Commission on September 8, 29, 
and 30, and October 23, 1936. E. W. 
Clauson, of St. Louis, Missouri, and 
J. R. Spielman and John Cantrell of 
Oklahoma City, appeared for the com- 
pany ; counsel for the Commission ap- 
peared for the Corporation Commis- 
sion; the appearance of Harlan Deu- 
pree, Municipal Counsellor for Okla- 
homa City, was also noted. 

We set out below in detail the rea- 
soning upon which our conclusion that 
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RE SOUTHWESTERN BELL TELEPHONE CO. 


a reduction in telephone exchange 
rates at Oklahoma City, Oklahoma, 
should be made, is based. In arriving 
at a fair schedule of telephone ex- 
change rates at Oklahoma City, Okla- 
homa, the following factors must nec- 
essarily be considered : 

(1) The rate base, or fair present 
value of the properties of the South- 
western Bell Telephone Company de- 
voted to the rendition of exchange 
telephone service at Oklahoma City, 
Oklahoma ; 

(2) The amount to be earned and 
set aside annually for depreciation; 
and 

(3) The necessary annual net rate 
of return on the present fair value of 
the company’s Oklahoma City ex- 
change properties. 


Rate Base 


[1] One of the most important, as 
well as the most controversial issues 
involved in this case is the value of 
the property. That is the amount of 
money upon which the company is en- 
titled toearn a return. Unfortunately, 
there is no definite rule or formula 
whereby the Commission may deter- 
mine this factor. In the final analysis 
it must be a judgment figure based up- 
on a consideration of all the relevant 
facts. As usual, in this case, the testi- 
mony with respect to the value is con- 
flicting. A great deal of the testimony 
is merely opinion testimony and has no 
factual basis. The fact that a witness 
will testify with sincerity and convic- 
tion that it would cost so much to re- 
produce the telephone plant in Okla- 
homa City does not alter the fact that 
his conclusion is necessarily based up- 
on certain assumptions, hypotheses, 
and conjectures, 


In the instant case there were three 
main witnesses who introduced exhib- 
its and testified with respect to the 
value of the Oklahoma City exchange 
property. The main witness for the 
company was E. H. Dinwiddie; the 
witnesses for the Commission were B. 
Richardson and P. R. Reed. Mr. 
Dinwiddie’s estimate of present value 
was $8,775,000, which was summar- 
ized as follows: 


Reproduction cost new (Exhibit 
No. 11) $8,462,163.11 
561,627.52 


Reproduction new less deteriora- 

tion $7,900,535.59 
Add working capital 141,440.00 
Add going concern value 805,760.00 


$8,847,735.59 


Present value not less than $8,775,- 
000. 

Mr. Richardson’s estimate of pres- 
ent value was $7,240,192, summarized 
as follows: 


Reproduction cost new $8,281,030.00 
Deduct depreciation 1,165,838.00 


Reproduction cost new, less de- 
preciation 

Add working capital 

Organization expense 


$7,115,192.00 
50,000.00 
75,000.00 


$7,240,192.00 


Present value 


Reed’s estimate of present value 
was $6,734,671, summarized as fol- 
lows: 

Original cost or investment, un- 


depreciated soe 
Deduct accrued depreciation .... 


$8,304,842.45 
1,620,171.25 


6,684,671.20 
50,000.00 


$6,734,671.20 


Orignal cost, less depreciation .. 
Add working capital 


Present value 


It will be noted that while the basic 
figures upon which each witness relied 
in computing present value are some- 
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what comparable, the ultimate conclu- 
sion reached by the witnesses varied 
greatly. The only undisputed figure 
in the foregoing tabulations is the fig- 
ure representing original cost in the 
amount of $8,304,842.45. This fig- 
ure, however, does not vary greatly 
from Dinwiddie’s figure of $8,462,- 
163.11 and Richardson’s figure of 
$8,281,030. This property was con- 
structed piecemeal over a period of 
more than thirty years. None of the 
economies resulting from wholesale 
construction are reflected in the orig- 
inal cost. It would seem that a hypo- 
thetical estimate of the cost of recon- 
structing the Oklahoma City exchange 
at the present time should result in a 
figure considerably less than the actual 
cost of constructing these properties 
piecemeal over a period of many years. 
The Commission must now exercise 
its judgment in adopting a basic fig- 
ure for use in the future computations. 
In view of the fact that the original 
cost of these properties so nearly coin- 
cides with the estimates of Richardson 
and Dinwiddie as to the amount it 
would cost to reproduce them, the 
Commission finds that the undepreciat- 
ed value of the Oklahoma City ex- 
change, exclusive of working capital, 
is the prudent investment therein, to 
wit: $8,304,842.45. 

[2, 3] This property, however, is 
not new. The exchange has been op- 
erating for more than thirty years. 
An analysis of the exhibits introduced 
in this case indicates that the average 
age of the property is in excess of 
seven years. Notwithstanding this 
fact, however, the witness Dinwiddie 
estimated that the property had de- 
teriorated only 6.7 per cent. He stat- 
ed, however, that he gave no consid- 
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eration to any factor affecting value 
other than the physical deterioration 
observable by the naked eye. The wit- 
ness Fritz testified for the company 
and stated that he had made mortality 
studies covering the service life of tele- 
phone plants to the extent of many 
millions of dollars and that experience 
had shown that it was necessary for 
the company to set aside annually 3.9 
per cent of its total plant investment 
in Oklahoma City to offset the accru- 
ing depreciation of the property. 
From this, it will be seen that the esti- 
mate of engineer Dinwiddie as to the 
extent to which the property has de- 
teriorated and the estimate of the wit- 
ness Fritz as to the amount of annual 
depreciation necessary to maintain the 
integrity of the investment, is abso- 
lutely irreconcilable. The truth of the 
matter is that physical deterioration is 
only one of the many factors that con- 
tribute to the ultimate retirement of 
telephone plant. Nor is it the most 
important factor. Inadequacy, ob- 
solescence, and changes in the art are 
factors that should be given considera- 
tion not only in estimating future de- 
preciation but also in estimating ac- 
crued depreciation. Mr. Richardson 
testified that, based upon an inspec- 


‘tion of the plant and taking into con- 


sideration the date of installation of 
different classes of property, their life 
expectancy, and the exhausted service 
life, it was his opinion that the plant 
was in 85.9 per cent condition. 

The company maintains the device of 
depreciation accounting. It attempts 
to determine scientifically the ac- 
crued depreciation of its property and 
makes reservation therefor. The wit 
ness Reed made an application of the 
company’s depreciation rates to the 
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Oklahoma City property and deter- 
mined that the accrued depreciation of 
the Oklahoma City exchange plant was 
$1,620,171.25, which indicated a con- 
dition per cent of the Oklahoma City 
exchange property of 80.54 per cent. 
Thus, we have three estimates of con- 
dition per cent, as follows: 

Dinwiddie 

Richardson 


The estimate of witness Reed took 
into consideration all of the factors 
affecting the service life of telephone 
plant and is consistent with Fritz’s 
testimony with respect to the annual 
amount necessary to take care of de- 
preciation. It is quite apparent that 
Mr. Dinwiddie does not understand 
the concept of depreciation as applied 
to rate regulation. In fact, he does 
not use the term depreciation, but 
labels it “deterioration.” He probably 
was confusing functional efficiency 
with depreciated value, and in fact tes- 
tified that he gave no consideration to 
anything except the physical deteriora- 
tion that was observable with the 
naked eye. While the competent evi- 
dence on this point is strongly indica- 
tive of a per cent condition of approxi- 
mately 80, the Commission is not un- 
mindful of the fact that this factor is 
somewhat conjectural and will adopt 
for the purpose of this computation 
the percentage of 86, which is consid- 
erable in excess of that computed by 
the witness Reed, and slightly in ex- 
cess of that testified to by the witness 
Richardson. 

[4-6] The application of the per 
cent condition 86 to the undepreciated 
figure of $8,304,842.45 results in a de- 


preciated figure, $7,142,164.12. This, 
before allowance for working capital 
which will be discussed subsequently. 
Aside from the estimate of the per- 
centage condition of the property, the 
only other important difference in the 
figures advanced by the company and 
those submitted by the Commission 
representatives was with respect to the 
so-called going concern value. The 
company asked for an allowance of 
$805,760. The Commission represen- 
tatives took the position that where a 
plant has been valued as a live operat- 
ing concern, where all of the elements 
of cost entering into the construction 
and placing in successful operation of 
the plant have been allowed, the sum 
of all these elements of cost represents 
the going concern value of the plant. 
In other words, that going value and 
present value are synonymous terms. 
It is the fact that the company is a 
profitable venture that gives it its full 
value. If it were not profitable, it 
would not be worth the outlay neces- 
sary to produce it, and conceivably 
might be worthless except for its junk 
value. The plausible but fallacious 
contention of utility companies with 
respect to the so-called item of going 
concern value is based on a false prem- 
ise. It is based on the erroneous as- 
sumption that any utility property, re- 
gardless of circumstances, is worth 
what it would cost to reproduce it and, 
therefore, since it is quite obvious that 
a profitable venture is worth more than 
an unprofitable one, there must be 
something added to the tangible value 
of the plant for this assumed addition- 
al value. The witness Dinwiddie tes- 
tified at length with respect to this 
item and introduced an exhibit pur- 
porting to justify the addition of 
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$805,760. This figure was comprised 
of the following items: 


(1). Cost of attaching subscribers $130,808.00 
. Cost of assembling and train- 
ing organization 112,319.00 
. Cost of plant records 26,498.00 
. Administration 26,963.00 
. Interest on items (1) to (4) 33,020.00 
. Cost of depreciation on idle 
plant before exchange opened 291,887.00 
. Cost of maintenance and de- 
preciation on idle exchange 
plant after opening 
. Interest and taxes on idle 
plant after exchange opens .. 


96,297.00 
117,678.00 
$805,760.00 


Since the Commission has adopted 
as a basis for establishing value, the 
actual investment of the company, any 
capital expenditures included in the 
above hypothetical estimate which may 
have been incurred are, of course, in- 
cluded in the base figure. In any 
event, if the above expenditures were 
actually incurred in whole or in part, 
they were either capitalized or charged 
to operating expense. It will be noted 
that a considerable portion of the 
above estimate represents expenses 
after the exchange commences opera- 
tion. The only theory on which such 
items might be included would be up- 
on the assumption that the revenues in 
the early years were insufficient, that 
is to say early losses, which the courts 
have repeatedly held do not add to the 
value of the property any may not be 
capitalized. Perhaps the most absurd 
item in this computation is Item No. 
6, cost of depreciation on idle plant 
before exchange opens, in the amount 
of $291,887. They first say that it 
would cost $8,462,163.11 to reproduce 
the plant. They then say that during 
the period of construction the plant 
would have depreciated $291,887. If 
this is true, then it must follow that 
the value of the plant upon completion 
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of construction is at least $291,887 
less than it cost. It certainly woul 
not increase the value by that amount, 
The only item in this list which, in our 
opinion, deserves consideration is Item 
No. 3, cost of plant records, $26,498 
This we will allow. 

There was very little dispute as to 
the amount of working capital neces. 
sary. The company contended for an 
allowance of $200,140, including ma- 
terial and supplies. Witness Reed in- 
troduced an exhibit wherein he com- 
puted the amount necessary to be 
$199,130.46. Reed, however, con- 
tended that inasmuch as the telephone 
company collects for telephone service 
in advance, it wouldn’t be necessary 
for the company to supply the total 
amount of the working capital neces- 
sary. He therefore deducted from 
the estimated amount necessary the 
sum of $156,888.50, representing one 
month’s advance rentals. This left the 
figure, $42,441.96. He recommended 
an allowance of $50,000, which is 
adopted by the Commission as a fair, 
just, and reasonable allowance for this 
item, 


Recapitulation 


We find the present undepreciated 
value of the Oklahoma City exchange 
property of the Southwestern Bell 
Telephone Company to be not more 


than $8,304,842.45. We find the 
property to be in 86 per cent condition. 
The application of this percentage to 
the undepreciated value results in a 
depreciated value of $7,142,164.12. 
We allow $26,498 for cost of records. 
We allow $50,000 for working cap- 
ital. We allow organization expense, 
as testified to by engineer Richardson 
in the amount of $75,000. The sum 
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of these items is $7,293,662.12, or in 
round figures $7,300,000, which in 
our judgment represents the present 
fair value of the plant, property and 
business of the Oklahoma City ex- 
change of the Southwestern Bell Tele- 
phone Company. 


Rate of Return 


[7, 8] Having established the rate 
base, it is now necessary to determine 
the rate of return to which the com- 
pany is entitled. The record in this 
case indicates that interest rates at the 
present time are lower than they have 
been for many years. The record in- 
dicates that by reason of its affiliation 
with American Telephone and Tele- 
graph Company, the Southwestern 
Bell Telephone Company is able to 
borrow money for 6 per cent or less. 
The record discloses that the securities 
of American Telephone and Telegraph 
Company are selling to yield consider- 
ably less than 6 per cent. There was 
undisputed testimony to the effect that 
more than one billion dollars of re- 
financing had been accomplished by 
the utility industry during recent 
months at an interest cost of 3.93 per 
cent. One of the most important ben- 
efits to the Southwestern Bell Tele- 
phone Company of its affiliation with 
the American Telephone and Tele- 
graph Company is the financial assis- 
tance received from the parent com- 
pany. We have allowed the full 
amount of the management fee paid 
by Southwestern Bell Telephone Com- 
pany to the American Telephone and 
Telegraph Company. We think that 
a lower rate of return than 6 per cent 
might well be justified in this case. 
However, for the purpose of this or- 
der, we adopt 6 per cent as a fair, just, 


and reasonable return to be earned by 
the Southwestern Bell Telephone 
Company on the present fair value of 
its exchange properties in Oklahoma 
City. This amounts to $438,000. 


Revenue Requirement 


[9] The witness Fritz, who testified 
for the company, calculated that it 
would be necessary for the company 
to set aside 3.9 per cent of the unde- 
preciated plant value for depreciation. 
The witness Richardson introduced an 
exhibit in which he computed the an- 
nual depreciation rate to be 3.67 per 
cent. For the purpose of this order, 
we will adopt the company’s figure of 
3.9 per cent. This percentage applied 
to the base figure of $8,304,842.45 re- 
sults in an annual allowance of $323,- 
700. Federal income tax on a return 
of $438,000 amounts to $61,947. The 
state income tax amounts to $21,286. 
The total requirement for return on in- 
vestment, depreciation, Federal in- 
come tax, and state income tax is 
$844,933. The record discloses that 
the amount available for these items 
for the calendar year 1935 was $969,- 
630.33. We will adopt this figure as 
being representative earnings for the 
Oklahoma City exchange under pres- 
ent rates, notwithstanding the fact that 
there is testimony in the record to the 
effect that there has been a consider- 
able increase in the number of sub- 
scribers of the Oklahoma City ex- 
change since December 31, 1935. De- 
ducting $844,933 from $969,630.33, 
there remains an excess earning, un- 
der present rates, of $124,697.33, 
which the Commission finds may be 
used to reduce rates in the Oklahoma 
City exchange of the Southwestern 
Bell Telephone Company. A reduc- 
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tion of 50 cents per month on business 
telephones and 25 cents on l-party, 
2-party and 4-party residence tele- 
phones amounts to an annual reduc- 
tion of $120,774. This still leaves 
an estimated excess of 3,923, which 
the Commission is not inclined to dis- 
turb at this time. The present rates 
at Oklahoma City exchange are as 
follows: [Schedules omitted. ] 


Exchange Compensation from Toll 


[10] There was considerable dis- 
cussion at the hearing with respect to 
whether the exchange at Oklahoma 
City was entitled to compensation 
from toll for the handling of toll calls, 
in addition to the out-of-pocket costs 
incurred. 


In the handling of toll calls in Okla- 
homa by the Southwestern Bell Tele- 
phone Company, the property used for 
toll and exchange purposes is divided, 
in so far as investment is concerned. 
The division between toll and ex- 
change property is definite, with the 
exception of a few items, such as bat- 
tery and power, which are common to 
both toll and exchange. By virtue of 
this clear-cut division, toll, in its use 
of exchange, does not use any property 
directly chargeable to toll under the 
board-to-board theory of telephone 
rate making. The company contend- 
ed that inasmuch as no toll investment 
was included in the exchange invest- 
ment, that the toll business should not 
pay to exchange anything for han- 
dling toll business, except the direct 
out-of-pocket costs of the same. The 
Commission’s engineer Richardson 
contended that the exchange, in ad- 
dition to being paid for the out-of- 
pocket costs for handling toll calls 
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on exchange equipment, should be 
paid a profit. 

At this time, due to lack of sufficient 
evidence in the record, we are not in 
a position to give this matter full con- 
sideration. It appears to be a matter 
which might best be handled by a Fed- 
eral agency, such as the new Federal 
Communications Commission. We 
are inclined to the view that there is 
merit in engineer Richardson’s theory. 
We trust that the Federal Communica- 
tions Commission, in the near future, 
will investigate the merits of the the- 
ory of exchange compensation for the 
handling of toll calls. In our opinion, 
such Federal body is in a position bet- 
ter to determine the equities involved 
than is this Commission, with its lim- 
ited personnel and limited appropria- 
tions. 

For the purpose of this order, there- 
fore, we are making no allocation of 
toll revenues to exchange by way of 
compensation to exchange for the han- 
dling of toll calls in addition to the 
payment of the out-of-pocket costs of 
the same. 

From the foregoing, it is apparent 
that one of the principal issues in this 
case was the present condition of the 
property. The company contended 
that the property was in 93.3 per cent 
condition. The Commission is of the 
opinion that the record does not jus- 
tify a condition per cent higher than 
86. However, this issue might have 
been obviated entirely by the adoption 
of the sinking-fund method of com- 
puting the depreciation allowance. By 
the use of this method it is unneces- 
sary to determine the extent to which 
property has depreciated. The fol- 
lowing computation is based upon the 
application of the sinking-fund meth- 
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Valuation, § 41 — Measures of value — Capitalisation. 
there- 1. The aggregate amount of the common stock, plus the funded debt, is 
on oi not a fair measure of the fair value of electric utility property, p. 15. 
ay of Rates, § 197 — Unit for rate making — Separate department — Electric and 
» han- heating. 
o the 2. Electric and steam-heating utilities owned and operated by the same 
sts of company were considered as one utility for the purpose of fixing electric 
rates where the two services were so interconnected and interdependent as 
meant to be inseparable, it appearing that steam-heating business was carried on 
; in conjunction with the operation of electric business; that in many in- 
1 this stances in order that the company might extend its electrical service, it was 


f the 
*nded 
- cent 
f the 
; jus- 


necessary that it should also serve to the customer steam for heating pur- 
poses ; and that the steam-heating business it engaged in was very small 
as compared with its electric business in the same territory, p. 18. 


Rates, § 197 — Unit for rate making — Separate departments — Gas and electric. 
3. The gas utility of an electric, heating, and gas company was eliminated 


than from consideration in an electric rate case where the gas utility was a 
separate entity and had no necessary connection with the electric utility or 


it the steam utility, p. 18. 
ption vO ‘ —— 
P Depreciation, § 23 — Appropriation to reserve. 
com- a 
By 4. No decision was made as to a percentage to be used annually for aug- 
J menting the depreciation reserve where the company kept its property in 
leces- good condition, made no definite annual allowance to cover depreciation, 


vhich replacement or retirement of depreciable property, and followed no mathe- 

fol- matical rule which would dictate the annual provisions for retirement but, 
n the on the other hand, treated the depreciation reserve as a flexible matter 
salle, which should be corrected from year to year according to the latest knowl- 
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edge of the management and the utility, making larger charges to operat- 
ing expenses for depreciation reserve in the good years of business so that 
smaller charges might be made during the bad years, any surplus of reserve 
above actual retirements not being withdrawn from the public service but 
being immediately reinvested in the public service and not capitalized or 
burdened with any interest or dividend charge, p. 19. 


Return, § 46 — Reasonableness — Effect of tax on dividends. 


5. A somewhat greater rate of return should be allowed when dividends 
received by stockholders are subject to the normal Federal income tax than 
is allowed when dividends are exempt from the payment of this tax, p. 22. 


Expenses, § 120 — Electric utility — Lamp renewals — Repairing appliances. 
6. The amount expended by an electric utility company for lamp renewals 
and repairing appliances for customers is necessarily included in operating 
expenses, p. 25. 


Expenses, § 6 — Authority of Commission — Discretion of management — Sal- 
aries. 


7. Considerable judgment must be left to the board of directors of a pub- 
lic utility corporation in the matter of salaries of executives as they are 
the best judges of the value of executive officers both to the utility and the 
public, although there may be situations in which the Commission should 
disallow certain items of operating expense in its predictions for the future, 
p. 25. 


Valuation, § 28 — Rate base — Book cost. 


8. A temporary fair value of electric and steam-heating property was de- 
termined on the basis of book value with adjustments for depreciation, 
working capital, and going value, p. 26. 


Valuation, § 21 — Rate base — Temporary nature. 


9. Any fair value fixed is necessarily temporary in that the Commission 
should be ready to change any fair value reached, either up or down, should 
it at any time conclude that it was in error in fixing the fair value, or 
should conditions warrant the change, p. 27. 


Valuation, § 289 — Working capital — Elements. 


10. Working capital of an electric and steam-heating company should be 
sufficient to include the cost of a reasonable supply of all the materials and 
supplies, duplicate repair parts, general equipment, and reasonable allowance 
to meet payrolls, p. 27. 


Valuation, § 293 — Working capital — Effect of billing practice. 
11. That a utility collects a large portion of its bills once a month and that 
residential bills are collected but once in two months must be taken into 
consideration in determining a proper allowance for working capital, p. 


Valuation, § 287 — Working capital — Fair allowance. 


12. The allowance for working capital of an electric and steam-heating 
utility should not be niggardly, in view of the fact that the utility cannot, 
like the ordinary manufacturing concern, shut down for lack of coal or 
other supplies but must be ready to render service at every hour of the day 
and night and all the time, p. 27. 
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perat- BH Valuation, § 330 — Going value — Necessity of consideration. 


13. The Commission, in determining fair value for rate making, must, 
under the decisions of the supreme court, necessarily consider the elements 
that go to make up going value, p. 29. 

Valuation, § 332 — Going value — Separate allowance. 


14. A separate allowance was made for going concern value in the case 
dends of an electric and steam-heating company which had kept pace with the 


0 that 
eserve 
ce but 
red or 


: than march of progress, indicated a desire to serve the public properly, done 
p. 22 much toward the upbuilding of the territory occupied, and indicated its 

P willingness to codperate with the Commission in attempts to extend the 
ces. benefits of the use of electricity into the rural areas, p. 29. 


ewals Return, § 22 — Reasonableness — Factors considered. 


rati 
7 15. The governing principles in considering a question of a fair rate of 
return are, among other things, economic conditions, returns of other enter- 
- Sal- prises, need for new capital, maintenance of credit, financial structure of 
the company, cost of the company’s capital, the company’s rate policy, the 
pub- ed and economy of management, and the quality of service rendered, 
p. 30. 


Return, § 83 — Electric and steam utility — Factors involved. 


16. A return of 54 per cent on the rate base of an electric and steam utility 
was held to be reasonable where the utility business was on a solid founda- 
tion, it served the most thickly populated portion of the state, it was in a 
very secure position, and it was not likely to be interfered with to any 
great extent by competition of municipal plants or other electric utilities, 
p. 32. 


Rates, § 323 — Electric — Measurement of demand — Room basis. 


17. The demand based upon the number of rooms is not a true measure of 
the demand of any residential electric customer when there has been a large 
increase in the use of a variety of electrical appliances in the home such as 
flat irons, fans, toasters, sweepers, radios, refrigerators, washing machines, 
waffle irons, electric plates, stoves, ranges, and water heaters, p. 38. 


Rates, § 353 — Room rate — Residential electric service. 


18. The room type of electric rate works a hardship on those customers 
in moderate circumstances living in older houses having many rooms, and 
under modern conditions the room type of demand rate no longer properly 
distributes the cost and as a result has become unreasonable and discrim- 
inatory, p. 38. 


Rates, § 276 — Kinds — Straight block type — Residential electric service. 


19. A straight block type rate was held to be the fairest under present con- 
ditions for residential electric service, p. 39. 


Rates, § 283 — Kind — Demand — Commercial electric service. 
20. A new commercial rate of the demand type, including both light and 
power service, was approved where formerly there had been four demand 
type commercial rates ; but it was provided that the present commercial and 
small power rates should be permitted to remain in effect for a limited 
period so that those few customers who would otherwise be adversely af- 
fected by the new rate might remain on their present rate long enough for 
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the company to give individual attention to the need of each of these cus- 


tomers, p. 39. 


Expenses, § 109 — Federal taxes. 


Discussion of increase in Federal taxes borne by an electric, heating, and 
gas utility company and the amount of tax included in the customer’s bill, 


p. 22. 


Rates, § 147 — Effect of public burden — Municipal claim to rentals for use of 


public places. 


Declaration of intention by Michigan Commission to allow a public utility 
to reimburse itself from the ratepayers in any municipality which should 
successfully maintain a claim for rental of public places, so that no other 
locality would be injured or damaged because of such payment, p. 24. 


Expenses, § 96 — Salaries and wages — Utility executives. 
Discussion of high salaries of utility executives and the duty the execu- 
tives owe to the public generally as well as to their stockholders, p. 25. 
[October 19, 1936.] 


ee of rates for electric and steam-heating service; 
electric rate reductions ordered. 


By the CoMMISSION: 


I 


Status of the Matter before the 
Commission 


This investigation of the rates, 
charges, practices, services, and facili- 
ties of the Detroit Edison Company 
was instituted on the motion of the 
Commission through an order made 
by the Commission on July 23, 1936. 
That order stated that a general hear- 
ing on, and investigation of, the rates, 
charges, practices, services, and facili- 
ties of the Detroit Edison Company 
would be brought on before the Com- 
mission on September 21, 1936 at 9 
A. M. A copy of that order was 
served on all of the municipalities in 
the territory served by the Detroit 
Edison Company. The engineering 
and accounting forces of the Commis- 
sion were put to work at an analysis 
of the affairs of the company, but on 


16 P.U.R.(N.S.) 


or about September 16, 1936, it was 
discovered that they would not have 
the same completed by September 21, 
1936, and the hearing was adjourned 
to October 5, 1936, and all interested 
parties notified. 

The hearing began at 10 a. M. on 
October 5, 1936, and consumed three 
days. At that hearing all accumulated 
material in the offices of the Commis- 
sion relevant to the affairs of the De- 
troit Edison Company was placed in 
evidence. That included an appraisal 
of the plant, property, and facilities of 
the Detroit Edison Company made in 
the year 1915, and a great mass of 
supporting data. It also included all 
files and reports of the Commission re- 
lating in any way to the Detroit Edi- 
son Company, or to its constituent 
companies, or any utilities it took over 
during its existence. 

The staff of the Commission put in 
many exhibits relevant to the questions 
under consideration. Certain custom- 
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ers of the Detroit Edison Company 
also testified. The Detroit Edison 
Company itself placed in evidence 
many exhibits having relation to the 
matters under consideration. No ac- 
tual physical appraisal of the property 
has been made since 1915. 

The hearing included not only the 
question of reducing the rates of the 
Detroit Edison Company, if possible, 
but also the simplification of its rates, 
if that may with propriety be done, 


II 


Brief History of the Detroit Edison 
Company 


The Detroit Edison Company was 
organized in 1903 under the laws of 
the state of New York. At that time 
Michigan did not have corporation 
laws suitable to the operations the De- 
troit Edison Company proposed to 
conduct. 

At the time of its organization the 
Detroit Edison Company took over 
the Edison Illuminating Company of 
Detroit, a Michigan corporation, 
which had been organized April 15, 
1886, under Michigan laws, and also 
the Peninsular Electric Light Compa- 
ny, a Michigan corporation, which had 
been organized in 1898. 

The Eastern Michigan Edison Com- 
pany was incorporated July 24, 1906, 
under the laws of the state of New 
York as a subsidiary of the Detroit 
Edison Company for the purpose of 
doing certain classes of business. 
Most of the privately owned electrical 
properties in the southeastern part of 
the state have since been consolidated 
into the Detroit Edison Company and 
that company serves Detroit and en- 
virons. Roughly, it extends through- 


out practically all of Michigan which 
is within 50 or 60 miles of the city 
of Detroit. In some places its lines 
extend more than 50 miles from the 
city of Detroit. Recently it has pur- 
chased the property, plant, and facili- 
ties of the Michigan Electric Power 
Company, operating in what is known 
as the Thumb of Michigan. The op- 
erations of the Detroit Edison Com- 
pany include a large part or all of the 
counties of Wayne, Monroe, Wash- 
tenaw, Livingston, Oakland, Macomb, 
St. Clair, Lapeer, Sanilac, Tuscola, 
and Huron. It also extends into the 
county of Ingham. 

The Detroit Edison Company terri- 
tory includes roughly pretty close to 
2,500,000 people. The city of Detroit 
has a municipal lighting plant, as has 
also the city of Wyandotte. These 
two plants are of some considerable 
size but it may be said that the Detroit 
Edison Company furnishes electric 
light and power throughout most of 
the territory roughly described in this 
section. Another electric light and 
power company operates south of the 
territory of the Detroit Edison Com- 
pany in the counties of Monroe and 
Lenawee. 

The growth of the Detroit Edison 
Company since its organization in 
1903 has been phenomenal. At the 
close of 1903 it had according to its 
books total fixed capital of less than 
$7,000,000. At the end of 1935 its 
total fixed capital was according to its 
books, something like $296,000,000. 
Thus we see that in thirty-three years 
beginning with 1903 the total fixed 
capital of this utility was multiplied 
by more than forty-two. 

In addition to serving electric light 
and power in the territory roughly de- 
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scribed in this paragraph it does some 
steam heating in Detroit, Lapeer, Vas- 
sar, Bad Axe, and possibly one or two 
other small places. This steam heat- 
ing is very closely connected to its 
electric light and power business. 
Probably the investment which might 
be properly allocated to the steam-heat- 
ing business would not be upwards of 
$15,000,000. 

It also has a small amount of manu- 
factured gas business, having a gas 
utility constructed in 1926 at Marys- 
ville, which serves Port Huron, 
Marysville, St. Clair, Marine City, 
Algonac, and other municipalities in 
that locality. Its manufactured gas 
business is, however, very small com- 
pared with its electric light and power 
business. Possibly its present invest- 
ment in its manufactured gas business 
may not amount to $3,000,000. 


This utility has grown greatly with 
the growth of the southeastern part 
of Michigan. When the company be- 
gan business in 1903 the population of 
its territory served was only about 


three hundred thousand. Assuming 
that the population of its territory now 
served is two and one-half million 
(and that is not far from the fact) its 
population now served is about eight 
times as great as that it served when 
it began business. 

During its existence it has pur- 
chased and taken over about fifty elec- 
tric light and power plants previously 
owned by municipalities, or by small 
utility companies. It owns and op- 
erates some seven or eight rather small 
water powers on the Huron river, al- 
though most of its energy is generated 
in steam plants located in the vicinity 
of Detroit. It has one rather large 
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steam plant near its gas utility at 
Marysville. 

There is no doubt about the fact 
that the Detroit Edison Company is 
one of the outstanding electric utili- 
ties in the country. It is not owned 
by any holding company. It is an in- 
dependent concern. It has during its 
entire history been most efficiently 
managed and operated. Its head dur- 
ing its entire history has been Alex 
Dow, one of the foremost electric light 
and power men in the United States. 

The Detroit Edison and the Con- 
sumers Power Company have inter- 
connected their electric light and pow- 
er systems at two different places in 
order to be able to exchange electrical 
energy as occasion may require. The 
utility under consideration has always 
taken care of the interests of its pub- 
lic. It has been a very important fac- 
tor in the phenomenal growth of the 
territory it serves. 

The Detroit Edison Company was 
one of the first electrical utilities in the 
country to begin the electrification of 
rural territory, and at the present time 
about 75 per cent of the farms in the 
territory it has occupied for a consid- 
erable period of time have been elec- 
trified. It is now engaged in electrify- 
ing the territory it took over recently 
in the so-called Thumb of Michigan. 

The stock of the Detroit Edison 
Company is widely distributed, it hav- 
ing at the present time something like 
fourteen thousand stockholders. 

Roughly, at the end of 1935 the 
funded debt and the common stock of 
the Detroit Edison Company were 
about the same amount, the average 
funded debt during the year 1935 be- 
ing approximately $135,000,000 and 
the average amount of common stock 
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outstanding during the year 1935 be- 
ing about $127,000,000. 

The company is well financed hav- 
ing recently refunded a large amount 
of its outstanding bonded indebtedness 
at less than 34 per cent. 


III 


Statement of the Earning History of 
the Detroit Edison Company as an 
Entirety during the Years 1926 to 
1935, Inclusive, on the Basis of the 
Securities Outstanding 


[1] In the table we shall set forth 
in this section we are not including 
any allowance for working capital, nor 
are we including any allowance for so- 
called going concern value. We are 
merely taking as a basis the average 
amount of the funded debt and the 
common stock during each of the last 
ten years and setting forth the operat- 
ing revenues, the revenue deductions 
including allowance for depreciation 
and the income applicable to corporate 
property for the purpose of presenting 
clearly the earnings of the company as 
a whole on that basis. In so doing we 
are using the exhibits and reports sup- 
plied by the company, and without in- 
tending to make a definite or conclu- 
sive finding as to the facts in that re- 
gard. We do not contend that this is 
the proper basis as far as fixing rates 
for the utility is concerned. Of course, 
the aggregate amount of the common 
stock, plus the funded debt, is not a 
fair measure of the fair value of the 
property of the utility. The following 
table, however, does show the amounts 
the company had available for interest 
on its debt and for dividends on its 
stock, and for reservations to surplus. 


EDISON CO. 


The table is as follows: [Table 
omitted. ] 

It may be stated in this connection 
that all of the money placed in the de- 
preciation or retirement or replace- 
ment fund was not placed in that fund 
directly from operating expenses. The 
testimony shows that at various times 
the Detroit Edison Company trans- 
ferred from its surplus account into 
its depreciation or retirement or 
replacement fund the following 
amounts: [Table omitted. ] 

The dividends actually paid by the 
Detroit Edison Company to its stock- 
holders during its existence may be ap- 
propriately stated at this point: 

During the six years 1903 to 1908, 
inclusive, the company paid no divi- 
dends ; during 1909 it paid 4 per cent ; 
during 1910 it paid 6 per cent; dur- 
ing the five years 1911 to 1915, inclu- 
sive, dividends were paid at the rate of 
7 per cent; during the sixteen years 
1916 to 1931, inclusive, dividends 
were paid at the rate of 8 per cent; in 
1932 a 4 per cent dividend was paid 
during the first half of the year and a 
3 per cent dividend was paid during 
the last half of the year; in 1933 and 
1934 dividends were paid at the rate 
of 4 per cent; in 1935 and 1936 regu- 
lar dividends of 4 per cent were paid 
and in each year an extra 1 per cent 
dividend was paid. 

The growth of the company is 
shown further by the following table 
indicating total annual sales of elec- 
tricity to all consumers and the total 
number of electric consumers on De- 
cember 31st of the respective years: 
[Table omitted. ] 

It will be noted that this table in- 
dicates in general the same increase in 
activity of the company up to 1930 
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as shown by the previous table, with a 
corresponding increase in sales during 
recent years. The decline in sales was 
halted in 1932, however, with very 
substantial increases since that date. 

More consumers are now purchas- 
ing electric service of all classes than 
at any time in the previous history of 
the company, with a consequent in- 
crease in total operating revenues of 
the utility. 


IV 


Some Considerations Affecting the 
Proposition as to What the Fair 
Value of the Physical Property of 
the Detroit Edison Company 
Should Now Be Placed at As Far 
As Its Electric and Steam-Heating 

Facilities Are Concerned 


As hereinbefore stated, the Detroit 
Edison Company while principally an 
electric company also serves steam 
heat in a few places, and also operates 
a gas utility. We will first consider 
some figures which relate to the utility 
as a whole, including all of its opera- 
tions. 


The capital stock of the De- 
troit Edison Company was, with 
some very unimportant excep- 
tions, paid for to the company 
at 100 cents on the dollar, and 
the capital stock outstanding on 
August 31, 1936, was ........ 

The outstanding bonds of the 
Detroit Edison Company on 
August 31, 1936, were sold in 
such a way as to bring dollar 
for dollar to the treasury of the 
company, and the outstanding 
bonds on August 31, 1936, were $134,320,000.00 

Total capital securities of the ———_—__—_ 
Detroit Edison Company out- 
standing on August 31, 1936 . 


$127,226,000.00 


- $261,546,000.00 
All of the proceeds of said securities 

were from time to time invested in the 

plant, property, and facilities of the 

utility under consideration. 
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The total book value of the 
plant, property and facilities of 
oe utility as of June 30, 1936, 











The total book value of the 
electric plant, according to the 
best segregation possible was 
eS | ae 

The total book value of the 
property used in steam heating, 
the production of gas and in 
some other miscellaneous op- 
erations, amount as of date 
June 30, 1936, to 











$278,784,154.08 










Professor Mortimer E. Cooley of 
the University of Michigan and his as- 
sociates appraised all of the plant, 
property, and facilities of the Detroit 
Edison Company in 1915. Of course, 
that is more than twenty years ago and 
the property is a widely different prop- 
erty at this time. The appraisal at 
that time, less depreciation, fixed the 
value of the property at approximately 
the book value as carried by the com- 
pany at that time. 


If the Cooley reproduction 
cost of the total property in- 
cluding steam and miscellaneous 
property as of July 1, 1915, is 
taken as a basis and net addi- 
tions included from July 1, 1915 
to June 30, 1936, the resultant 
figure is 

If the Cooley reproduction 
cost new of the electric prop- 
erty as of July 1, 1915, is taken 
and net additions included from 
July 1, 1915, to June 30, 1936, 
the resultant | ee 

If the Cooley reproduction 
cost new of the heating and 
miscellaneous property as of 
July 1, 1915, is taken and net 
additions included from that 
time to June 30, 1936, the 
resultant figure is ........... 

The total amount of the re- 
tirement or replacement or = 
preciation reserve as of Jun 
30, 1936, amounted to 

In addition there is a so- 
called casualty and contingency 


$301,281,494.71 


eee eee eee ee 


$280,219,076.41 


$21,062,418.30 


$33,117,217.91 


reserve amounting to ........ $1,533,517.94 
In addition there are miscel- 

laneous reserves amounting to _ $139,586.56 

Total of said reserves .... °$34,790,322.21 
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Total cont'd .. $34,790,322.21 

Deduct amount allocated by 

the company for loss on de- 
posits in closed banks 


$498,827.12 


Aggregate amount of depre- 
ciation and other reserves car- 
ried on the books by the com- 
pany 

Of course, the depreciation 
and other reserves are not car- 
ried in cash but are invested in 
some of the assets of the utility. 

The surplus of the utility as 
of June 30, 1936, was 


$34,291,495.09 


$23,416,899.81 


There is no point in considering 
where that surplus is but it is shown in 
the balance sheet of the company. 
Some of it, of course, is in cash, some 
in notes and accounts receivable, some 
of it in materials and supplies, and 
generally it is used for the corporate 
purposes of the company. 

In this connection it should be noted 
that in the fixed capital account of the 
utility under consideration there are 
some amounts which may be denomi- 
nated intangible capital. 


As of December 31, 1935, the 
account Miscellaneous Intangible 
Capital was 

This item resulted in part on 
account of the placing on the 
books of the Detroit Edison 
Company the excess of the par 
value of the Detroit Edison Com- 
pany capital stock and mortgage 
bonds over and above the par 
value of the capital stock of the 
Edison Illuminating Company 
and the Peninsular Electric Light 
Company, and the book value of 
the Delray Power Plant land. 
That occurred at the time of the 
organization of the Detroit Edi- 
son Company in 1903. This item 
also resulted in part from charg- 
ing to miscellaneous intangible 
capital the differences between the 
cost of some fifty utilities pur- 
chased and the appraised value of 
the purchased utilities as placed in 
the property account of the De- 
troit Edison Company. 

Another intangible property 
item is the accumulative expense 
of organization . 


[2] 


$5,574,304.33 


$842,416.18 


eeeeee 


Another item of the same kind 
is the cost of obtaining electric 
franchises 

Another item is the cost of 
obtaining heating franchises 

Another item which the com- 
pany carries as an intangible cap- 
ital item is the cost of certain 
work done on customers’ premises 
in connection with their steam- 
heating operations 

Another item is the cost of ob- 
taining gas franchises 


$78,845.04 
$3,392.67 


Total amount of said items 
which are carried by the com- 
pany as Intangible Capital 

All of the property belonging in the 
fixed capital account of the Detroit 
Edison Company appears under prop- 
er classifications according to the Uni- 
form Classification of Accounts for 
Electric Utility Companies adopted 
some years ago by the Michigan Pub- 
lic Utilities Commission. 

It may be here stated that the total 
fixed capital of the electric and heating 
utilities, including a small item hereto- 
fore classified as railroad property but 
which is really electric utility property, 
and including the intangible capital 
pertinent to said two utilities amount- 
ed as of June 30, 1936, to the sum of 
$294,018,552.60. 

In the total property account of the 
Detroit Edison Company there are in- 
cluded the following items of property 
not used or useful in the utility opera- 
tions of the company in supplying heat 
and electric light and power: 

1. Essex County Light and 
Power Company, Ltd. property, 
which is certain real estate in 
Canada 

2. Property of Huron Farms 
Company, being largely property 
which it was necessary for the 
company to purchase when ob- 
taining flowage rights on the 
Huron river in excess of the 
lands useful in connection with 
said rights 


3. King Harlan Company, coal 
mine nearly exhausted 


$173,324.49 


$1,558,093.76 
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4. Edison Illuminating Com- 
pany of Detroit, mostly residence 
property and vacant lots acquired 
from bankrupt debtor 

5. Wayne Mining Company, 
mostly land not used or useful in 
the operations of the Detroit Edi- 
son Company 

6. Certain items in Detroit Edi- 
son Company property account 
not used nor useful 


$26,639.65 


$5,164.02 


$287,518.17 


Total property in the property 
account of the Detroit Edison 
Company not used nor useful in 
the operations of the company .. $2,409,831.32 

In the figures set forth in this sec- 
tion no depreciation of the plant, prop- 
erty, or facilities of the utility has been 
taken into consideration. 

No recent investigation of the actual 
depreciation existing in the property 
has been made. We may say, how- 
ever, that according to the testimony 
taken at the hearing, it is probably not 
improper to assume that the deprecia- 
ble property of the company used and 
useful in serving the public is in not 
less than 90 per cent condition, and 
that any deduction for existing depre- 
ciation might properly be in the order 
of something like $25,000,000 or $30,- 
000,000. 

The Commission, while setting forth 
in this paragraph some of the figures 
which must be taken into considera- 
tion in attempting to find an approxi- 
mate fair value for the physical prop- 
erty of the utility, does not at this 
time fix any fair value of said physical 
property, but will refer to such matter 
in a future paragraph. 


V 
Interconnection between Electric 
Property and Steam-Heating Prop- 
erty 
[2] The testimony taken at the 
hearing shows that the Detroit Edison 
16 P.U.R.(N.S.) 


Company has something in the neigh- 
borhood of $15,000,000 invested in 
property and facilities used and useful 
in supplying steam heat to its custom- 
ers mostly in Detroit. Its steam-heat- 
ing business at Lapeer, Vassar, and 
Bad Axe is so small as to be almost 
negligible. In Detroit, however, it 
serves quite a good many customers 
with steam heat in portions of its ter- 
ritory. 

In many instances in order that it 
might extend its electrical service it 
was necessary that it should also serve 
to the customer steam for heating pur- 
poses. This steam-heating business is 
carried on in conjunction with the op- 
eration of its electric business. The 
steam-heating business it engages in is 
very small as compared with its elec- 
tric business in the same territory. 

The Commission has carefully con- 
sidered all the testimony relating to 
the service of electrical energy and 
steam heat where the two are served 
to the same customers in the same 
buildings and has concluded that the 
two services are so interconnected and 
interdependent as to be inseparable, 
and in the consideration of this utility 
it will regard the electric and steam 
utilities as one utility. It would be 
practically impossible to attempt to 
separate them and the Commission 
sees no reason for attempting to do 
so. 

[3] The gas utility of the Detroit 
Edison Company is, however, a sepa- 
rate entity. It has no necessary con- 
nection with the electric utility or the 
steam utility. 

In the consideration of the Detroit 
Edison Company, as far as this opin- 
ion is concerned, the gas utility will 
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for the present be eliminated from 
consideration. 


We will state again the total 
fixed capital of the entire De- 
troit Edison Company as of 
June 30, 1936, which was .... $299,387,182.08 
We will deduct from that 
amount the total fixed capital 
of the gas utility, which was .. 
We will next deduct the total 
of the nonutility property of the 
entire corporation 
Total fixed capital of the 
electric and steam-heating utili- 
ties (including railroad) in- 
cluding the intangible items 
pertaining to said utilities $294,018,552.60 
For the purpose of analysis 
we will at this point deduct the 
amount of the intangible items 
of property applicable to the 
electric and steam-heating utili- 
ti $6,558,613.59 


$2,958,798.16 


$2,409,831.22 


the electric and steam-heatin 
utilities, undepreciated 


VI 


Depreciation and Depreciation Retire- 
ment or Replacement Reserve of 
Detroit Edison Company. 


4 
$287,459,939.01 


[4] It is a matter of common 
knowledge throughout all of the terri- 
tory served by the Detroit Edison 
Company that it keeps its property in 
good condition. The property is well 
maintained and well operated and the 
service of the Detroit Edison Com- 
pany is conceded by all who know 
about it to be of high quality. Its 
service could not continue to be of this 
high quality if it permitted its equip- 
ment or facilities to fall into a state 
of disrepair. The percentage condi- 
tion of this or any other utility proper- 
ty is probably largely a matter of 
judgment based on personal inspection 
and examination by competent engi- 
neers. However, the electric and 
steam properties which we are con- 
sidering together must be in good con- 
dition in order to be able to render the 


service they are rendering. There is 
very little, if any, complaint regarding 
the service of the Detroit Edison Com- 
pany. 

Very little testimony has been given 
in this case relative to the amount of 
depreciation existing in the electric 
and steam properties of this utility. 
The engineers of the Commission have 
not made any such examination. Mr. 
Alex Dow, president of the Detroit 
Edison Company, testified that in his 
judgment the property of the company 
was in not less than 90 per cent condi- 
tion taken as a whole. We have no 
doubt of the accuracy of his judgment 
and we think that in the consideration 
of this utility we are abundantly jus- 
tified in assuming that there is not 
more than 10 per cent of existing de- 
preciation in the depreciable property 
of the utility. 

The management of a great many 
utilities make the claim that a definite 
annual allowance to cover the depre- 
ciation, replacement, or retirement of 
the depreciable property of the utility 
should be made, and that a definite 
percentage of the depreciable property 
should be charged to operating expen- 
ses each year for the purpose of enabl- 
ing the utility to keep its property in- 
tact. 

Some utilities claim that the depre- 
ciation should be based upon the serv- 
ice lives of the different elements of 
property which go to make up the util- 
ity as a whole. Others contend that a 
percentage of the gross receipts of the 
company will more properly reflect the 
necessary charge for depreciation. 

The Detroit Edison Company takes 
the position that competent manage- 
ment of a utility can foresee retire- 
ments that must be made during the 
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year ahead, or during two or three 
years ahead, and that the company 
should adjust the amount. to be 
charged to operating expenses and 
added to the retirement reserve so that 
the retirement reserve will cover the 
anticipated retirements as they arrive, 
and that in addition a small reserve 
should be built up to meet retirements 
which are inevitable in the future but 
which cannot at that time be foretold 
with precision. 

Mr. Dow, president of the company, 
testified that he had never found any 
mathematical rule which would dictate 
the annual provision for retirement, 
and that he did not believe there is any 
such rule. He gave it as his opinion 


that the providing of the depreciation 
reserve should be a flexible matter 
which should be corrected from year 
to year according to the latest knowl- 


edge of the management and the util- 
ity, and that a reserve should be pro- 
vided to meet retirement charges as 
they become necessary from time to 
time, but that it was proper and wise 
to make larger charges to operating 
expenses for the benefit of the depre- 
ciation reserve in the good years of 
business so that smaller charges might 
be made during the bad years. 

In his testimony he emphasized the 
fact that any surplus of reserve above 
actual retirements is not withdrawn 
from the public service but is immedi- 
ately reinvested in the public serv- 
ice and is not capitalized nor bur- 
dened with any interest or dividend 
charge. 

Mr. Dow stated that the continued 
use of such retirement reserve in the 
public service without loading it with 
interest charges disposed of the the- 
ory that the amount from time to time 
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should be adjusted against the estimat- 
ed total depreciation. 

We understand that the Detroit 
Edison Company has never claimed 
what is called a rate base, the same 
to be based on the fair value of the 
property in the public service and that 
it does not desire to do so now, but 
that its claim is that it should be per- 
mitted to earn a fair return upon the 
actual money in the business and that 
such fair return should be sufficient to 
attract the necessary capital to insure 
the continuance of the enterprise. 

It seems to this Commission that 
there is a great deal of fairness in this 
position of the Detroit Edison Com- 
pany. There are utilities which appar- 
ently seek to build up a very large de- 
preciation, or retirement or replace- 
ment reserve to be invested in the 
property. They then make the claim 
that they are entitled to earn upon the 
entire amount of the said reserve 
which is invested in the property and 
at the same time claim in some cases 
that the actual depreciation existing in 
their property is not nearly so large 
as the amount of the depreciation re- 
serve. 

If all public utilities took the posi- 
tion Mr. Dow has taken in his testi- 
mony, many costly appraisals would 
be rendered unnecessary and the ex- 
pense thereof saved to the public. 

Of course, there are instances where 
capital is unwisely invested, or where 
the real value of the property used and 
useful in the public service for some 
reason or other becomes less than the 
amount of the sacrifice of the inves- 
tors. Some of the language used 
above would not apply in such case. 
However, this is not the case with the 
property, plant, and facilities of the 
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Detroit Edison Company. Evidently 
the management of the Detroit Edison 
Company does not believe in unquali- 
fied straight-line depreciation. 

We here set forth a table showing 
the capital investment, the reserva- 
tions to the retirement or depreciation 
reserve during each year, whether 
from operating expenses or surplus, 
the actual charges during each year 
to the retirement reserve, the percent- 
age of the capital investment placed 
in the retirement reserve during each 
year, the percentage of the property 
actually retired during each year, and 
the averages for the period, covering 
the years from 1916 to date. The 


table also includes certain other data 
very interesting and instructive in 
considering the history and experience 
of this utility. 

The annual percentages contained in 


said table, namely the percentage of 
the gross income of the corporation to 
the fixed capital; the total percentage 
of the fixed capital appropriated to the 
depreciation reserve, the net percent- 
age of the fixed capital charged to the 
retirement reserve in each year, the 
percentage of the fixed capital remain- 
ing in the retirement reserve at the end 
of each year, the percentage of the 
fixed capital paid out as taxes each 
year, and the percentage which the 
taxes bear each year to the entire rev- 
enue of the company, taken as a whole 
present a condensed picture of the op- 
erations of this utility during the 
twenty-one years last past. 

The table is as follows: 
omitted. ] 

It will be noted that in 1928, which 
was a very good year for the company, 
it covered into the depreciation, or re- 
placement, or retirement reserve, $8,- 


[ Table 


050,000. During 1929, another good 
year for the company, it covered into 
the said reserve the sum of $7,400,000. 
One of the depression years, namely 
1933, was a year of very poor earn- 
ings for the company, and during that 
year the company covered into its said 
reserve only the sum of $4,031,743. 
In 1934 and 1935, which were con- 
siderably better years than was 1933, 
larger appropriations to said deprecia- 
tion reserve were made by the com- 
pany. 

It will be noted in a consideration of 
the foregoing table that the gross rev- 
enue of the company fell from more 
than $56,500,000 in 1929 to approxi- 
mately $41,500,000 in 1933. In other 
words, during said depression period 
the gross revenue of the company was 
decreased in the sum of approximately 
$15,000,000. 

As stated heretofore in this section, 
this company does not endeavor to ap- 
propriate from operating expenses to 
its depreciation reserve a definite per- 
centage each year. 

While the Commission has in cer- 
tain cases attempted to decide upon a 
percentage to be used for the augmen- 
tation of the depreciation reserve each 
year, it is inclined not to do so in this 
case. Of course, it goes without say- 
ing that some reasonable amount must 
be placed in that reserve each year. 
We do not think the amount now in 
the reserve of $33,000,000 plus is ex- 
cessive, nor that it necessarily repre- 
sents the depreciation existing at the 
present time in the depreciable proper- 
ty. However, the balance in the re- 
serve during the past twenty years has 
steadily grown with the growth of the 
property. The amount now in the re- 
serve is something like 12 per cent of 
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the depreciable property of the com- 
pany. 

In considering this subject of de- 
preciation we have not excluded the 
gas utility. That utility is so small 
and the investment in it is so negligi- 
ble when compared to the property of 
the company as a whole that we do 
not deem it necessary to attempt for 
the purpose of this discussion to elim- 
inate the gas or nonutility property. 

We refrain from further discussion 
at this time of the subject of deprecia- 
tion. When we come in a future 
chapter to attempt to set up the proper 
revenues and expenses for a reason- 
able time in the future we must, of 
course, decide upon some definite 
amount to be used by us as a proper 
amount to actually go toward the re- 
plenishment of the depreciation re- 
serve. What we have said here indi- 
cates that we will not expect that that 
amount will necessarily be accurate. 
It can at the most, be only an approxi- 
mation. 


VII 
Taxes of the Detroit Edison Company 


It appears to us that it is well to set 
forth at this point a statement of the 
taxes which the Detroit Edison Com- 
pany is annually required to pay. 

The rate of taxation this utility has 
been required to pay has gradually in- 
creased during most of the years of its 
existence. 

It appears that the total taxes the 
utility paid during 1935 amounted to 
$6,026,165.57. The total revenues of 
the utility during 1935 amounted to 
$49,768,716. 

It thus appears that out of every 
dollar in gross revenue the company 
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took in, in 1935 it was compelled to 
pay 12 cents in taxes. These are the 
taxes which have to be paid by the 
company. In addition the ratepayer 
pays a tax of 3 per cent upon his bill. 
Of course, the company collects this 
from the ratepayer and pays it to the 
state. 


During the past two or three years 
the Federal government has passed 
laws imposing many additional taxes 
upon utility companies in common 
with all other business concerns ; some 
of the taxes so imposed upon this util- 
ity are as follows: 


1. A 3% Federal excise tax on 
electrical energy sold, which was 
formerly payable by the ratepayer 
but which must now be paid by the 
utility, and which will probably 
amount during the coming year to 
approximately 

2. A Federal unemployment in- 
surance tax of 1% on operating 
payrolls, which for the year 1936 
will amount to approximately ... $156,000.00 

This tax will increase to 2% for 
the year 1937 and the company 
will be obligated to pay during 
1937 approximately $312,000.00. 

In 1938 this tax will be in- 
creased to 3%, so that in the year 
1938 the tax will be approximately 
$468,000.00. 

3. A Federal retirement tax 
which becomes effective January 
1, 1937, and applies to wages $1,000 
to $3,000 per year at 1% during 
the first year, the amount of which 
during the first year will probably 
be about 

This increases so that if the law 
shall be held valid, it will by 1949 
require the payment of 3% of the 
wages of the employees of the 
utility. 

4. Increase in the rate of the 
Federal income tax. We will not 
try to here state the amount. 

5. A surtax on undistributed 
profits, the amount of which we 
will not at this time undertake to 
estimate. 


$900,000.00 


[5] In addition to the foregoing 
new taxes, a recent law compels the 
stockholders of this and other corpora- 
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tions to pay a second normal tax on 
the dividends received from the cor- 
porations in which they are stockhold- 
ers. The corporation first pays the 
regular corporation or normal tax. 
Then a second normal tax is paid by 
the stockholder on the dividend he re- 
ceives. Up until recently the divi- 
dends received by stockholders from a 
corporation were exempt from the 
payment of the normal income tax. 
The courts held that such fact in- 


i creased the value of their dividends 


and should be taken into consideration 
by a Commission in fixing a rate of 
return to be allowed upon the fair val- 
ue of the utility. It would, therefore, 
appear that under the existing law 
which taxes said dividends, it would 
be the duty of a Commission to allow 
a somewhat greater rate of return be- 
cause of the fact that the dividends re- 
ceived by the stockholders are now 
subject to the normal income tax. 

As nearly as we can figure the mat- 
ter out, the additional and increased 
Federal taxes the Detroit Edison 
Company will have to pay during the 
next two or three years, provided the 
laws imposing said taxes shall be held 
valid, will amount to approximately 
$1,500,000 per year. In the matter 
now before the Commission it would 
be possible for this Commission to re- 
duce the rates of the Detroit Edison 
Company by approximately $1,500,- 
000 more than the amount of the re- 
duction it will be able to put into force 
if it were not for the additional and 
increased Federal taxes this company 
will be compelled to pay during the 
year or two years or three years to 
come. 


The utility has no place to get mon- 
ey except from its ratepayers. If it 


is compelled to pay the Federal gov- 
ernment $1,500,000 per year more 
than it has paid in the past, that pay- 
ment will obviate the possibility of a 
reduction of rates in like amount. It 
is very likely that during the next year 
or two this company will pay out for 
taxes of all kinds from 14 per cent to 
15 per cent out of every $1 received 
from its customers. 

Several of the Federal statutes im- 
posing these additional taxes are now 
being contested in the courts. None 
of the suits brought for the purpose of 
testing the validity of these new taxa- 
tion acts have been brought by the 
Detroit Edison Company. Many such 
suits have been instituted by other cor- 
porations and it will probably be late 
in 1937 before the Supreme Court of 
the United States will finally decide 
the questions at issue. Therefore, it 
is, of course, somewhat uncertain as 
to whether this utility will have to pay 
all these taxes. However, the statutes 
say they must be paid. 


Vill 


Attempts by Certain Municipalities to 
Compel This Utility to Pay to Such 
Municipalities Rentals or Other 
Charges for Use of Streets, Alleys 
or Other Public Places 


In this and other investigations of 
public utilities during the recent past 
it has been shown to the Commission 
that certain municipalities have pre- 
sented claims to utilities, and in some 
instances brought a suit against them, 
in endeavors to compel the utilities in 
question to pay certain rentals or 
charges alleged to be for the use of 
the streets, alleys, and other public 
places in that municipality. 


16 P.U.R.(N.S.) 





MICHIGAN PUBLIC UTILITIES COMMISSION 


This electric utility covers quite a 
large territory and serves a great many 
cities, villages, and other municipali- 
ties. In order that it may serve its 
customers, and the public generally, it 
must of necessity make use of streets, 
alleys, and other public places. It has 
a very large amount of private right 
of way for which it has been com- 
pelled to pay. However, it cannot 
erect all of its facilities on private right 
of way. It must of necessity make 
use of public property. Such use is 
of no injury to the public and enables 
the utility to serve the public efficient- 
ly. It is our belief that its rates should 
be very little different, if any, in any 
- of the territory served by said utility. 

If any given municipality in the ter- 
ritory of the Detroit Edison Company 
should be successful in asserting 
against the utility any claim for rental 
of public places it would certainly be 
the duty of this Commission to see to 
it that no other locality was injured 
or damaged because of such payments. 

If any municipality in the territory 
of the Detroit Edison Company suc- 
cessfully maintains in the courts its 
position that it is entitled to rental for 
any of its public places, and if the De- 
troit Edison Company is compelled to 
pay to such municipality any amounts 
on account of such claims, it will cer- 
tainly become the duty of this Com- 
mission to increase the electric rates 
and charges of the Detroit Edison 
Company in that municipality in an 
amount sufficient to offset anything 
the utility is compelled to pay on ac- 
count of such claims asserted by such 
municipality. 

It would certainly be most unfair 
and unjustly discriminatory against 
the other localities if this were not 
16 P.U.R.(N.S.) 


done. The Commission is unable to 
say at this time just how such a charge 
should be spread. The utility should 
certainly be allowed to reimburse it- 
self from the ratepayers in any mv- 
nicipality which successfully main- 
tained such a claim; and the rates in 
such municipality should be increased 
by this Commission in an amount suf- 
ficient to enable the utility to reim- 
burse itself for any amounts it was 
so compelled to pay. 

We do not understand that any mu- 
nicipality has up to the present time 
succeeded in successfully maintaining 
a claim of this kind. If and when any 
such municipality shall succeed in so 
doing, this Commission will not hesi- 
tate to readjust and rearrange the 
rates in that municipality in order to 
take care of any sums the utility may 
be compelled to pay out because of 
such action by any municipality. 

We may say that this question was 
recently before the supreme court for 
the state of Illinois in the case of Elm- 
hurst v. Western United Gas & E. Co. 
(1936) 363 Ill. 144, 13 P.U.R.(N.S.) 
441, 1 N. E. (2d) 489. This was a 
case involving gas rates but the prin- 
ciple is the same. The Illinois Com- 
merce Commission took in that case 
the same position we are taking here. 
The city of Elmhurst appealed to the 
supreme court of that state and that 
court held that the rule should be as 
we here state it. 

We trust that no municipality in 
this state will undertake to enforce 
any such unjust or unfair claim and 
we are of the opinion that if any mu- 
nicipality should attempt to enforce 
such a claim against the Detroit Edi- 
son Company in Michigan, the hold- 
ing of the supreme court of Michigan 
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would be the same as was the holding 
of the supreme court of Illinois in the 
case above cited. 


IX 


Operation and Operating Expenses of 
the Detroit Edison Company 


In the investigation of this utility 
which the Commission has been con- 
ducting, it has not attempted to ana- 
lyze with any great degree of thor- 
oughness the operating expenses of 
this utility. 

As heretofore stated, the Detroit 
Edison Company is an independent 
operating utility. Its management is 
local. The guiding spirit of this util- 
ity since it was organized in 1903 has 
been and still is Mr. Alex Dow. The 
company pays no fees or charges to 
any holding company or management 
company. Its own executives attend 
not only to the general operation of 
the utility but to all matters such as 
financing, taxation, etc. 

[6] There is no doubt about the 
proposition that during the entire peri- 
od of its existence this utility has 
been efficiently managed and operated. 
In the recent past it has refunded a 
large amount of its bonded indebted- 
ness, such action effecting a reduction 
in the annual interest rate it has to pay 
from 4} per cent and 5 per cent to 
34 per cent and 4 per cent. It main- 
tains its property in a high state of re- 
pair. Its public relations are very sat- 
isfactory. A rather unusual service 
this utility performs for its domestic 
customers is the supplying of lamp re- 
newals. In addition to renewing the 
electric lamps as they cease to be use- 
ful, it also serves its customers by re- 
pairing many of the appliances they 


use. The company estimates that the 
work it does for its customers by way 
of furnishing lamp renewals and re- 
pairing appliances costs the company 
something like $1,000,000 per year. 
It undoubtedly costs the company far 
less than it would cost the customers 
to have all these services performed 
for themselves. Of course, this 
$1,000,000 is included in operating ex- 
penses. It must necessarily be. The 
Commission is of the opinion that the 
patrons of the utility can well afford 
to pay this $1,000,000 to the company 
for these services. 

[7] During these hearings there 
were no criticisms of the operation or 
operating expenses of the company ex- 
cept only some complaint against the 
salaries paid to three executives of the 
company. The three salaries com- 
plained of are pretty large salaries. 
They would probably not be consid- 
ered extremely high if paid to execu- 
tives of industrial enterprises not af- 
fected with a public interest success- 
fully conducting businesses as large as 
the business of the Detroit Edison 
Company, but of course, executives 
operating a public utility stand in a 
different relation to the public. They 
owe a duty to the public generally as 
well as to their stockholders. Consid- 
erable judgment must be left to the 
board of directors of the corporation. 
They are the best judges of the value 
of the executive officers of the com- 
pany, both to the utility and to the 
public. 

The Commission can imagine a sit- 
uation in which it should disallow cer- 
tain items of operating expense in 
its predictions for the future. If cer- 
tain items of expense were patently 
unreasonable or fraudulent it would 


25 16 P.U.R.(N.S.) 





MICHIGAN PUBLIC UTILITIES COMMISSION 


certainly be proper for the Commis- 
sion in estimating the operating ex- 
penses for a reasonable period in the 
future to disregard said items. This, 
however, is not such a case. 

The Commission is taking all these 
matters into consideration in the fix- 
ing of the rate of return it shall here- 
after fix upon the fair value of the 
property of this utility. In the esti- 
mate of future income and expense 
we are not interfering with the oper- 
ating expenses as set forth in the ex- 
hibits of the utility. 

At the hearing in this case the util- 
ity introduced in evidence a tabula- 
tion showing that the average net 
monthly bill to its residential custom- 
ers for 25 kilowatt hours of electrici- 
ty has in the recent past been $1.39. 

This is a lower average monthly 
bill than the average of any other 
state in the Union. The lowest aver- 
age monthly bill for that amount of 
current in any other state is in the 
state of California, where the average 
monthly bill in the recent past has 
been $1.41. 

The average bill for the state of 
Michigan for that amount of current 
is $1.56. 

This exhibit shows that the aver- 
age monthly bills of the Detroit Edi- 
son Company are lower for 100 kilo- 
watt hours and for 250 kilowatt 
hours than the average monthly bills 
of any state for the same amounts of 
electricity. 

We may say that these figures were 
compiled by the Federal Power Com- 
mission prior to the recent reduction 
of electric rates in this state, and that 
at the present time Michigan taken as 
a whole has as low electric light and 
power rates as any state in the Union. 
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X. 


Fair Value of the Electric and Steam- 
Heating Property of This Utility 
[8] In § IV the Commission has 

set forth a considerable number of fig- 

ures having to do with the investment 
in and fair value of the physical prop- 
erty of the Detroit Edison Company. 

In § V it has also concluded that 
the electric property and steam prop- 
erty should be considered together 
and all of the steam and electric plant, 
property, and facilities of the com- 
pany should be regarded as one util- 
ity. It now becomes the duty of the 

Commission to decide upon at least 

a temporary fair value of the electric 

and steam-heating property. 


We will first state the total 
book value of the tangible elec- 
tric and steam plant, property, 
and facilities, which is the sum 
$287,459,939.01 
From that we will deduct the 
book value of the land owned 
by the Detroit Edison Com- 
pany, which land is of course, 
nondepreciable property, said 
amount being 
Undepreciated tangible depre- 
ciable property 
We will next deduct our esti- 
mate of existing depreciation in 
the depreciable property. While 
the depreciation reserve as of 
June 30, 1936 is $33,117,217.91 
we will not deduct that amount 
from the depreciable property 
but will deduct 10% on the 
theory that the existing depre- 
ciation in the depreciable prop- 
erty amounts to only 10% of 
said book value, the amount to 
be once Son F $27,624,565.29 
Tangible depreciable property 
depreciated, not including land $248,621,096.65 
We will next add back the 
book value of the land, which was $11,214,276.07 
Total fair value (depreciated ) 
of the physical plant, property, 
and facilities of the electric and 
steam-heating utility, including 
land undepreciated, but not ~ 
cluding the working capital o 
any allowance for going >: Ha $259,835,372.72 


$11,214,276.07 
$276,245,662.94 
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Temporary Nature of Findings En- 
tering into Considerations of Rate 
Base 


[9] The Commission is not of the 
opinion the fair value is necessarily 
a static proposition. While we do 
not believe that the fair value of the 
physical property of the utility should 
change with the wind, yet at the same 
time we can conceive of the fair value 
of the physical property of a utility 
being somewhat different at a certain 
time and under certain conditions 
from the fair value of the same prop- 
erty at another time and under other 
conditions. It is our opinion that any 
fair value fixed is necessarily tem- 
porary in that the Commission should 
be ready to change any fair value 
reached either up or down should it 
at any time conclude that it was in 
error in fixing the fair value, or 
should conditions warrant the change. 

This applies equally to all of the 
statements contained in this opinion 
entering into our consideration of the 
facts upon which we fix a temporary 
rate base in this opinion. 

We do not believe that it is pos- 
sible for the Commission to be so def- 
inite in fixing the fair value of the 
physical property that it would say 
that an increase of the fair value 
found by $5,000,000 would be unrea- 
sonable, or that a decrease of $5,000,- 
000 would be unreasonable. 

We will hereafter consider the 
items of working capital and going 
value. 


XI. 
Working Capital 


[10, 11] There must of necessity 
be considered in attempting to ar- 


rive at a fair value of the used and 
useful property of this electric and 
steam utility, a proper allowance for 
so-called working capital over and 
above the value of the fixed physical 
property as determined in the last pre- 
ceding paragraph. This allowance 
for working capital should be suf- 
ficient to include the cost of a reason- 
able supply of all the materials and 
supplies, duplicate repair parts, gen- 
eral equipment and reasonable allow- 
ance to meet payrolls. This utility 
collects a large portion of its bills once 
a month. The residential bills are, 
however, collected but once in two 
months. These facts must be taken 
into consideration. Practically all of 
the electrical energy sold by this elec- 
tric utility is generated in steam 
plants. A small portion is generated 
in hydraulic plants but the amount is 
so small as to be almost negligible. 

[12] The utility must, therefore, 
keep on hand large quantities of coal 
and many other kinds of supplies so 
that it will at all times be able to 
serve the public. It cannot like the 
ordinary manufacturing concern, shut 
down for lack of coal or other sup- 
plies. If it shuts down the people 
suffer. It must be ready to render 
service at every hour of the day and 
night, and all the time. It must al- 
ways be equipped to render adequate 
and continuous service and we do not 
think the allowance for working capi- 
tal should be niggardly. 

The engineering department of this 
Commission offered in evidence a 
rather complicated computation for 
the purpose of arriving at a reason- 
able allowance for this utility for 
working capital. It made its compu- 
tations covering the whole company 
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for the years 1926 to 1935, inclusive. 
During the three years last past the 
amount reached by the engineering 
department as a reasonable allowance 
ran between $11,000,000 and $12,- 
000,000. Its computation for the 
electrical department only (not includ- 
ing steam) for the three years last 
past ran between $10,000,000 and 
$11,000,000. 

The utility itself placed in evidence 
an exhibit estimating the working 
capital for the whole company to be 
upwards of $19,000,000. 


We do not think it necessary to go 
into detail as to the different items 
that were used by the Commission’s 
engineers and those of the utility in 
these estimates. 


The Commission concludes on the 
whole record that a reasonable allow- 
ance for working capital, as far as 


the electric and steam utilities are con- 
cerned is the sum of $12,164,627.28. 


XII. 
Going Concern Value or Going Value 


Going concern value or going value 
has often been described as being the 
difference in value between two iden- 
tical utilities, one of which is a going 
concern having sufficient customers 
connected to its plant to consume its 
output and an efficient working or- 
ganization, and the other of which is 
not a going concern, has not enough 
customers to consume its output, and 
has not an efficient working organiza- 
tion. 

The foregoing is only one view of 
going value, or going concern value. 
Volumes have been written upon this 
subject. They have not served to il- 
luminate it very much. It would be 
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pretty difficult to conceive of a utility 
of anything like the size of the De- 
troit Edison Company’s electric and 
steam utility without many customers 
and without an efficient working or- 
ganization. 

Some writers concede going value 
as the amount which should be added 
to the physical value of the property 
because of the inability of the utility 
to earn a reasonable return in its early 
days. There are other conceptions of 
going value. 

From the time of the putting to- 
gether of the properties which went 
to make up the Detroit Edison Com- 
pany’s electric and steam property, 
and up to the present time, the De- 
troit Edison Company has been an 
efficient going concern. During the 
thirty-three years of its existence it 
has not been compelled to experience 
many bad years. It has been con- 
stantly investing large amounts of 
money in additions, extensions, bet- 
terments, and improvements. Its 
growth has been steady and rapid. 
Its income has been, and we believe 
will continue to be, steady and de- 
pendable. Its earnings have been 
good during most of the years and 
very good during some of the years. 
It has been able to meet all of its fixed 
charges and to pay dividends upon its 
stock during all of the years since the 
year 1908. The only years during 
which it did not pay dividends upon 
its stock were the first six years of its 
existence. During most of the time 
since, its dividends have been at the 
rate of 8 per cent upon its stock. 
During the depression years the divi- 
dends have been considerably less. It 
has been able to accumulate a reason- 
able reserve of something like $35,- 





1 utility 
the De. 
ric and 
stomers 
ing or- 


x value 
> added 
roperty 
- utility 
is early 
ions of 


ing to- 
h went 
1 Com- 
operty, 
he De- 
een an 
ng the 
ence it 
erience 
n con- 
its of 
s, bet- 
Its 
rapid. 
relieve 
id de- 
been 
‘Ss and 
years. 
; fixed 
on its 
ce the 
luring 
upon 
of its 
» time 
at the 
stock. 
divi- 
s. It 
ason- 


$35,- 


RE DETROIT 


000,000 and to accumulate a reason- 
able surplus of about $23,000,000. 
[13] The Supreme Court of the 
United States has held that the ele- 
ments that go to make up going value 
must be taken into consideration in 
finding the fair value of a utility for 
rate-making purposes. This Commis- 
sion must of necessity consider them. 
[14] The owners and operators of 
the Detroit Edison Company have 
kept pace with the march of progress 
in this state. Their operation of their 
electric and steam properties during 
the thirty-three years of their exist- 
ence has indicated a desire on their 
part to serve their public properly. 
We believe the Detroit Edison Com- 
pany has in the operation of this util- 
ity done much during that time to- 
ward the upbuilding of the territory 
it occupies. During the present year 
it has indicated its willingness to co- 
éperate with the Commission in the 
attempts of the Commission to secure 
the extension of the benefits of the 
use of electricity into the rural areas. 
In many cases this Commission has 
not granted any separate allowance 
for so-called going value, or going 
concern value. It has tried to esti- 
mate the value of the utilities before 
it as going concerns, and to include an 
allowance for so-called going concern 
value in the fair value of the property. 


After taking the whole record into 
consideration the Commission is in- 
clined in this case to make a separate 
allowance for going value. While in 
the fair value of the physical property 
of this utility heretofore found by the 
Commission it has in some degree 
considered the utility as a going con- 
cern, yet it believes that it should in- 
clude a separate allowance for so- 
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called going concern value and it 
hereby sets that allowance under ex- 
isting conditions and circumstances at 
the sum of $5,000,000. 


XIII 


Present Rate Base 


In § X we have heretofore 
decided upon the fair value of 
the physical property of the 
electric and steam utility after 
the deduction of the existing 
depreciation we deemed it 
proper to deduct, said fair 
value of said physical property 
not including any allowance for 
working capital or for going 
value. The amount at which 
we set said fair value of said 
physical property being 

To this we must add the 
allowance decided upon by the 
Commission for working capital 
for the steam and electric utility 
as set forth in § XI of this 
opinion, said amount being ... 

To this we must add the al- 
lowance for going value hereto- 
fore set forth by us in § XI of 
this opinion, said amount being 

Rate base to be used in this 
proceeding 


$259,835,372.72 


$12,164,627.28 


$5,000,000.00 
$277,000,000.00 


We are not of the opinion that a 
figure used as a rate base is necessarily 


a static proposition. We are of the 
opinion that it is not imperatively 
necessary that the base to be used shall 
be the same upon the same property 
at all times. 

While in our judgment a rate base 
should be reasonably constant, yet we 
believe that under different business 
and economic conditions the rate base 
might be increased or decreased. 

It will be noted that the rate base 
we use in this case amounting to 
$277,000,000 is approximately $15,- 
500,000 more than the amount of the 
securities outstanding against the elec- 
tric and steam properties of this com- 
pany, the gas property, and the other 
miscellaneous property owned by the 
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company. If business and economic 
conditions and the testimony taken at 
any hearings in the future, should 
convince the Commission that it was 
in any degree in error in deciding up- 
on the amount of rate base, the Com- 
mission should be ready to make the 
necessary change. In other words, 
any rate base is temporary and subject 
to change, although, of course, fre- 
quent or violent changes in the rate 
base should be avoided. 

In the above connection we repeat 
what has been said in that regard in 
the conclusion of § X of this opinion. 

Of course, as the company shall 
grow and add other capital invest- 
ment, any rate base decided upon must 
of necessity be increased. 


XIV 
Rate of Return 


[15] The rate of return which a 
utility should earn depends upon many 
considerations. Before the so-called 
depression, utilities similar to the De- 
troit Edison Company were ordinar- 
ily permitted to earn a rate of return 
upon the fair value of their property 
of about 7 per cent, or in some states 
as high as 8 per cent. This was, of 
course, in addition to a reasonable al- 
lowance for depreciation. 

It is impossible to lay down any 
fixed rule as to the rate of return 
utilities should earn. Even at the 
same time, it might be entirely proper 
for one utility to earn a return of 54 
per cent, another 6 per cent, another 
64 per cent, or another 7 per cent. 
The cost of money has greatly de- 
creased within the recent past. A 
sister state in considering the question 
of a fair rate of return, recently sum- 
marized the governing principles in a 


16 P.U.R,(N,S.) 


way that appeals to this Commission 
and we therefore, adopt the language 
contained in their opinion, as follows: 

“1. A fair return is a flexible con- 
cept, not a static, unchanging rule. 

“2. What return is ‘fair’ calls for 
the exercise of judgment in the light 
of the particular circumstances of each 
case. 

“3. Present-day conditions are con- 
trolling. 

“4, General conditions affecting all 
business should be given considera- 
tion in the application of each of the 
measures of ‘fairness.’ 

“5. To be fair, the return should 
equal the returns earned at the time 
of the rate order by other business 
enterprises with comparable risks in 
the same part of the country. 

“6. The utility’s need for new cap- 
ital should be considered since the re- 
turn should be such as under present- 
day conditions will enable it to raise 
whatever capital it requires. 

“7. The return should be such as 
will maintain the credit of the utility 
in the light of presently existing busi- 
ness conditions and opportunities for 
capital in other enterprises.” 

We think the underlying princi- 
ples governing the fixing of a rate 
of return are pretty nearly all includ- 
ed in the above quotation. We be- 
lieve the Commission should consider 
the financial structure of the company, 
the cost of its capital, the company’s 
rate policy, the efficiency and economy 
of its management, the quality of serv- 
ice rendered and other things. 

As hereinbefore stated, this utility 
is well financed; its funded debt bears 
rather low interest rates, said funded 
debt amounts to only about half of 
the securities of the company, the oth- 
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er half being common stock, the util- 
ity having no preferred stock. 

It is true, of course, that in the 
final analysis the rate of return must 
be computed on the fair value of the 
property used and useful in the pub- 
lic service, no matter where the se- 
curities are held, or how they are held, 
or how the capital is furnished. 


Probably as concise a judicial state- 
ment on the subject of rate of return 
as can be found is contained in the 
case Of Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 
692, 67 L. ed. 1176, P.U.R.1923D, 
11, 20, 43 S. Ct. 675. This case was 
decided in 1923. The court said: 
“A public utility is entitled to such 
rates as will permit it to earn a re- 
turn on the value of the property 
which it employs for the convenience 
of the public equal to that generally 
being made at the same time and in 
the same general part of the country 
on investments in other business un- 
dertakings which are attended by cor- 
responding risks and uncertainties; 
but it has no constitutional right to 
profits such as are realized or antici- 
pated in highly profitable enterprises 
or speculative ventures. The return 
should be reasonably sufficient to as- 
sure confidence in the financial sound- 
ness of the utility, and should be ade- 
quate, under efficient and economical 
management to maintain and support 
its credit and enable it to raise the 
money necessary for the proper dis- 
charge of its public duties. A rate of re- 
turn may be reasonable at one time, and 
become too high or too low by changes 
affecting opportunities for investment, 
the money market, and business con- 
ditions generally.” (Italics ours.) 


The United States Supreme Court 
also held in another case, being United 
R. & Electric Co. v. Maryland Pub. 
Service Commission, 280 U. S. 234, 
249, 74 L. ed. 390, P.U.R.1930A, 225, 
228, 50 S. Ct. 123, which case was de- 
cided in 1930: “Nor can a rule be laid 
down which will apply uniformly to 
all sorts of utilities. What may be 
a fair return for one may be inade- 
quate for another, depending upon 
circumstances, locality, and risk.” 

In Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 78 L. ed. 1267, 
3 P.U.R.(N.S.) 279, 294, 54 S. Ct. 
647, Mr. Justice Cardozo said, speak- 
ing of a rate of return which had been 
set at 63 per cent: “In view of busi- 
ness conditions, of which we take ju- 
dicial notice (Atchison, T. & S. 
F. R. Co. v. United States [1932] 284 
U. S. 248, 260, 76 L. ed. 273, 280, 
52 S. Ct. 146), the rate allowed was 
adequate. Los Angeles Gas & E. 
Corp. v. California R. Commission 
289 U. S. 287, 319, 77 L. ed. 1180, 
P.U.R.1933C, 229, 53 S. Ct. 637. 
Whether a lower rate could be upheld 
is a question not before us.” 

In Lindheimer v. Illinois Bell 
Teleph. Co. 292 U. S. 151, 78 L. ed. 
1182, 3 P.U.R.(N.S.) 337, 54 S. Ct. 
658, which was also decided in 1934, 
the Illinois Commerce Commission 
had fixed a rate of return of approx- 
imately 54 per cent. The Illinois Bell 
Telephone Company took the case to 
the United States Supreme Court, 
claiming confiscation, and that court 
held that there was no confiscation, 
without entering into any discussion 
of the rate of return. 

[16] In our judgment the business 
of the Detroit Edison Company is on 
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a very solid foundation. It serves 
about one half of the people of the 
state. It serves the most thickly pop- 
ulated portion of the state, being the 
city of Detroit and surrounding ter- 
ritory. Its record of growth and pros- 
perity for more than thirty years, and 
its position at the present time leads 
us to the conclusion that the Detroit 
Edison Company is in a very secure 
position. In its territory there are 
only two municipal utilities of any im- 
portance. One of them is the electric 
utility owned by the city of Detroit, 
which does not attempt to serve the 
public generally byt only supplies a 
portion of the city’s needs for electric 
current. The other is the municipal 
plant at Wyandotte which does serve 
private customers. The Detroit Edi- 


son Company is not likely to be inter- 
fered with by competition of other 


electrical utilities. 


In finding a reasonable rate of re- 
turn under present-day conditions the 
Commission is considering general 
conditions affecting all businesses at 
the present time; the rate of return 
that is now being returned by other 
businesses having comparable risks in 
the locality of this utility; the rate 
that is necessary in order that the util- 
ity may attract such capital as it is 
likely to require, and all other matters 
which the Commission believes it 
should consider, and in view of all the 
considerations the Commission hereby 
finds that a rate of return of 54 per 
cent on a reasonable rate base hereto- 
fore found is a fair and reasonable 
rate of return for this utility at the 
present time and during a reasonable 
period in the future. 

Of course, conditions may develop 
in the future which may require the 
16 P.U.R.(N.S.) 


increasing or the diminishing of that 
rate of return. 

It will be observed that in this opin- 
ion the Commission has not fixed any 
hard and fast annual percentage cov- 
ering the depreciation of the property 
of this utility. The utility itself has 
not done so and the Commission pre- 
fers under the present circumstances 
to leave that matter open. The Com- 
mission is inclined to the belief that the 
plan of the Detroit Edison Company 
used by it in connection with depre- 
ciation has many things to recommend 
it. If, in the future it should be 
found that the amounts the utility has 
reserved to cover depreciation are in- 
sufficient, then it would become the 
duty of this Commission to change its 
determination and to allow a sufficient 
percentage to properly cover depre- 
ciation. Oftimes this Commission 
makes an estimate to cover deprecia- 
tion and return jointly. This has not 
been done in this case for reasons 
heretofore given in this opinion. 

We are inclined to believe that ii 
this utility is under present circum- 
stances permitted to earn approxi- 
mately 54 per cent for return, and at 
the same time permitted to set aside 
approximately the same percentages it 
has heretofore set aside to cover de- 
preciation, it will be fairly treated. 
These conclusions are, of course, al- 
ways subject to change, amendment, 
and correction. This is true of not 
only the rate of return but of the find- 
ing of the fair value of the physical 
property, the allowance for working 
capital, and the allowance for so-called 
going concern value. In other words, 
it should not be necessary for a util- 
ity to engage in long and expensive 
litigation in connection with these 
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propositions. They are most peculiar- 
ly matters for fair disposition by the 
regulatory Commission which should 
be able to adjust them upward or 
downward far more fairly and 
promptly and cheaply than the court, 
and which it should be willing to do 
as conditions require. 


XV 


Assumed Revenues and Expenses for 
a Reasonable Length of Time in 
the Future 


First we will set forth the gross 
revenues of the entire company dur- 
ing a few years last past and also the 
income applicable to return on the 
fair value of the property of this util- 
ity. In doing this we do not inter- 
fere at all with the amounts the util- 
ity has set aside for the replenishment 
of the depreciation reserve during said 
years. Said table is as follows: 


Income avail- 
Gross Revenues of able for return 
entire company, on fair value 
Year including gas of the property 


a ee $56,558,279 $18,978,305 
1930 53,706,926 17,140,980 
49,232,501 17,421,223 
44,070,031 12,926,661 
41,492,269 12,835,196 
45,294,260 13,561,681 
49,786,716 16,319,966 


6 Mo. of 1936 52,570,125 17,380,589 


It will be noted that the gross rev- 
tnues of this utility were at the high- 
st point in 1929 when they amounted 
0 upwards of $56,500,000. The de- 
Pression took them down until in 1933 
hey were less than $41,500,000. In 
bther words, the total annual revenues 
bf this utility decreased between 1929 
nd 1933 in an amount upwards of 
15,000,000. 

They came back between 1933 and 
3] 


the present time about $11,000,000 per 
year, but the gross revenues are still 
about $4,000,000 per year less than 
they were at the high point. 

During the years between 1929 and 
the present time the total book value 
of the assets of the company increased 
more than $39,000,000. 

Between 1933 and the present time 
the total assets increased more than 
$8,000,000. 

An inspection of the table set forth 
above will show that in 1929 this util- 
ity had available for return nearly 
$19,000,000. The depression de- 
creased the amount available for re- 
turn on the fair value of the property 
of this utility until in each of the years 
1932 and 1933 the utility had less than 
$13,000,000. In other words, the de- 
pression that came upon the company 
and the territory of this utility de- 
creased the amount the utility had 
available for return on its property by 
approximately $6,000,000 per year. 

The partial revival that has taken 
place in the territory of this utility 
has increased the amount the com- 
pany has available for return so that 
during the year 1935 it had available 
for return $16,319,000 plus. 

During this hearing the figures have 
been brought up to July 1, 1936, and 
an inspection of the foregoing table 
will show that during the composite 
year, consisting of the last half of 
1935 and the first half of 1936, the 
utility had available for return on the 
fair value of its property the sum of 
$17,380,000 plus. 

If the present rates of the utility 
were left in force and no reduction 
were now made it appears to us that 
it would be fair and reasonable to as- 
sume that during the next year or two 
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to come the company could and would 
earn annually for return upon the fair 
value of its property an amount ex- 
ceeding that earned during the past 
year by the sum of at least 1,000,000. 


Restatement 


Amount the utility had available 
for return on its property during 
the year ending July 1, 1936 

Add additional amount which we 
assume the utility would have 
available for return at the end of 
another year if the present rates 
were continued in force 

Assumed amount available for 
return on the property annually 
during a year or two in the future 
if present rates were continued in 


$18,380,589 

This amount would be considerably 
less than the amount the utility had 
available for return during its best 
year of 1929. 

We are not omitting to consider 
the fact that the customers of the De- 
troit Edison Company received more 
kilowatt hours of electric energy dur- 


$17,380,589 


$1,000,000 


ing the composite year of 1935-1936 
for about $52,500,000 than they re. 
ceived in 1929 for about $56,500,000. 
In other words, lowered rates and in. 
creased usage have, during the past 
five or six years, considerably de. 
creased the kilowatt-hour cost of elec- 
trical energy to the customers of the 
Detroit Edison Company. 

We are of the opinion, however, 
that it is not unreasonable to assume 
that during the next year or two the 
consumption of electrical energy in 
the present territory of the Detroit 
Edison Company will be such that if 
all present rates remained in force the 
company would be able to cover into 
its depreciation fund annually sub- 
stantially the percentages it has in the 
past and to have available for return 
on the fair value of the property the 
above mentioned sum of $18,380,589. 

In the foregoing discussion we are 
considering the company as a whole. 


In a foregoing paragraph of this opinion we have set a tentative fair value of the 
electrical and steam-heating plant, property, and facilities of this utility at the sum of $277,000,00 
In a foregoing section we have also reached the conclusion that under existing 
conditions and as matters stand at this time a reasonable rate of return upon said 


fair value would be 54%. 


A return at the rate of 54% computed on the said fair 
value of $277,000,000 would amount annually to the sum of 


$15,235,000 


Total estimated annual return during a year or two in the future as 


per figures heretofore given in this paragraph for entire company .. 


.. $18,380,589 


From this we will deduct the amount available during the past year as 
return on the gas properties, assuming that it will be the same or ap- 
proximately the same for immediate years in the future; said amount 


to be deducted being ............4. iaenesees® 


eee ee eee essere eeaeeeese 


$51,324 
$18,329,265 


During the past year there was a loss on nonutility property, and we 
believe it would be proper to add in that loss to the last mentioned fig- 


ures; said loss being 


Total annual estimated amount available for return on the fair value 
of the steam and electric property for a year or two in the future 


$30,451 


$18,359,716 


From this we will deduct the return on $277,000,000 at 54%, said 


amount being 


Possible reduction on this basis 


$15,235,000 
$3,124,716 


Hence, if we are correct in our assumption that if no reduction of rates were put 
into effect at this time and the rates of the company remained as they are, the annual 
amount available for return on the fair value of the electric and steam property 


would be approximately 


$18,359,716 


And, if the amount of the return to be allowed upon the fair value of said steam 


and electric property is computed at 54%, then a 
of this utility could be made amounting to approximately ........ 
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possible annual reduction of rates 


$3,124,716 


ee eeeeeeeeesteree 
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However, there are a number of 
things which prevent such a reduc- 
tion. 

One of them is the fact that during 
the recent past the Federal Congress 
has greatly increased the Federal taxes 
which this utility will be required to 
pay. It is a little difficult to figure 
what the exact increases will be. The 
amount of added taxes will not be so 
great in 1936 as it will be in 1937 
and the said taxes will increase there- 
after. 


According to the best estimate we 
can make, this utility, if the new Fed- 
eral tax laws shall be held valid and 
shall not be changed, will probably be 
required to pay added Federal taxes 
during 1937 amounting to approx- 
imately $1,500,000. 


During the recent past the cost of 
living has been increasing and it is 
very probable that during the two or 
three years to come the operating ex- 
penses of this utility will be increased 
to some considerable extent. Just 
how much, it is impossible to say. 
The utility is constantly introducing 
economies and it may easily be possi- 
ble that the economies the manage- 
ment of this utility shall be able 
to introduce during the coming two 
or three years will offset its addi- 
tional operating expenses other than 
taxes, 


Taking everything into considera- 
tion it would appear to us that we 
would be justified at this time in mak- 
ing an order which shall have the ef- 
fect of reducing the total annual rev- 


enues of this utility in the amount of 
approximately $1,711,000. 


Computation of the Matter on a 
Somewhat Different Basis 


In Exhibit 14, introduced by 
the Detroit Edison Company, it 
estimated a working capital for 
the electric and steam utilities 
amounting to the sum of 

The Commission is of the 
opinion that said estimate is 
quite excessive and that a fair 
allowance for working capital 
for the electric and steam utility 
is, as heretofore found, the sum 


$19, 140,204.40 


12,164,627.28 
$6,975,577.12 


Difference in the estimates of 
working capital 

The utility in its Exhibit 14 in- 
cluded in its figures the intangible fixed 
capital to which reference has been 
heretofore made in this opinion, but 
did not make any deduction for de- 
preciation of the property. However, 
the utility did not include any allow- 
ance for going value. 


The result reached by the utility in 
its Exhibit 14 for total fixed capital 
plus working capital (which made no 
allowance for depreciation) was the 


sum of $308,686,521.64. 


In its illustration contained in Ex- 
hibit 14, the company used $308,686,- 
521.64 as a base in reaching certain 
conclusions. 


Instead of using the above-men- 
tioned sum we will use as a basis the 
figure we have heretofore found as be- 
ing a fair value of the physical prop- 
erty of the electric and steam utilities 
plus reasonable allowances for work- 
ing capital and going value, the 
amount we reached being the sum of 
$277 ,000,000. 
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We will now assume that the 
annual earnings for the imme- 
diate future will be the same as 
they were during the year ending 
June 30, 1936, said amount be- 


that the electric and 


steam-heating operating expenses 
annually will be during the im- 
mediate future the same as the 
amount used by the company in 
their Exhibit 14, which was ... $34,691,248.38 


Subtracting said operating ex- 
penses from said revenues give 
for return 

A return of 54% on the $277,- 
000,000 which we have reached 
as a temporary rate base in a 
foregoing paragraph amounts to 
the sum of $15,235,000.00 


Possible reduction on this basis $2,038,754.54 


$17,273,754.54 


This figure is reached because of the 
fact that we use as a basis the sum of 
$277,000,000 instead of the sum of 
$308,636,521.64 used by the com- 
pany. 

In this computation we assume that 
the total revenues during the immedi- 
ate future will be annually the same 
as during the past year. 

We also assume that the annual op- 
erating expenses will be the same as 
they were during the past year. Of 
course, no one can be sure of such 
assumptions. They are doubtless in- 
accurate. Weare of the opinion, how- 
ever, that the total revenues of the 
steam and electric utilities of this 
company will, during the next year 
or two, increase very materially. We 
are also of the opinion that the operat- 
ing expenses and taxes of the com- 
pany will considerably increase. 

Of course it is entirely possible and 
we might almost say probable, that 
some of the Federal taxes will be held 
invalid and that the company will not 
actually be required to pay them all. 

In Exhibit 14 put in evidence by the 
company it, by using the large as- 
16 P.U.R.(N.S.) 


sumed rate base it used, including the 
intangible property and a very larg 
allowance for working capital and 
making no allowance at all for de 
preciation, reached the conclusion that 
the rate of return received by the com- 
pany during the past year amounted 
only to 5.6 per cent. 

If we use as a base our figure of 
$277,000,000 and use the actual fig. 
ures of revenues and the actual op 
erating expenses, the amount avail- 
able for return during the past year 
instead of being 5.6 per cent becomes 
6.24 per cent. 

In this computation we have as 
sumed that the charges made against 
operating expenses for the annual re. 
plenishment of the depreciation reserve 
were sufficient. 

Attempting to look into the future 
is a pretty uncertain undertaking. 

In this section of this opinion we are 
of necessity speculating. Business and 
economic conditions may be such a 
to result in our assumptions an( 
speculations being considerably out o! 
line. We do reach the conclusion, 
however, that on the basis of the con 
pany’s own figures for the year ending 
June 30, 1936, a reduction of it 
steam and electric rates in the sum 0 
approximately $2,000,000 would no 
be improper and unreasonable. Sut 
a reduction at this time, however 
would not take into consideration in 
creased taxes in the future or ver 
probable increased operating expense 

On the other hand, it does not takt 
into consideration increased busin 
The recent trend, however, is quill 
strongly toward increased business {0 
this utility. As hereinbefore statet 
the present trend seems also to poi 
toward increased taxes and increas¢ 
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operating expenses. It may not be far 
out of place to assume, however, that 
the increased revenues will probably 
about offset the increase in taxes and 
cost of operations. 


Taking all relevant matters into 
consideration it appears to the Com- 
mission that the order which shall ac- 
company this opinion may properly 
provide for a reduction of the electric 
rates of the Detroit Edison Company 
in the sum of 1,711,000. 

The order shall provide for no 
changes in the steam-heating rates of 
the company. It quite conclusively 
appears that those rates are as low as 
they can well be. We will not in this 
section discuss to any extent the man- 
ner in which the reduction shall be 
applied. That subject will be dis- 


cussed in a future section and in the 
order which shall accompany this opin- 


10n. 


XVI 


Some Comments on Residential and 
Commercial Rates of This Utility 
and Changes in Forms of Rates 
it 1s Advisable to Make at This 
Time 


Residential Rates 


The average rate paid to the De- 
troit Edison Company by the resi- 
dential users of electrical energy in 
Michigan during the last twenty-two 
years can be profitably compared to 
the average rate paid throughout the 
Nation. A table setting the figures 
forth is as follows: [Table omitted.] 

From the above table it is to be 
noted that the rate paid to the De- 
troit Edison Company for domestic 
service has been consistently lower 


than the rate paid on the average for 
this same class of service throughout 
the United States. At the present 
time the rates of the Detroit Edison 
Company for this service are some 19 
per cent lower than the national aver- 
age. Of course this should be true 
when the size of the utility and the 
concentrated population of the terri- 
tory in which it operates are con- 
sidered. 

The present rate of the company is 
only 65 per cent of what it was in 
1915 for the same class of service 
and this present average rate also in- 
cludes the rates of the recently ac- 
quired Michigan Electric Power Com- 
pany which are appreciably higher 
than the general residential rate of the 
Detroit Edison Company. 

An interesting table is given below 
comparing the sales of electric energy 
to customers during the years 1915 to 
1936 both by the Detroit Edison Com- 
pany and by the electric utilities 
throughout the country as a whole. 
[ Table omitted. ] 

It is evident from this comparison 
that the Detroit Edison Company has 
at all times supplied to its domestic 
customers a greater amount of elec- 
trical energy than the national aver- 
age which is merely another way of 
saying that the company has been of 
greater service in its community than 
the average electric utility. 

Another table is given below show- 
ing the average rate per kilowatt hour, 
the kilowatt hours consumed by res- 
idential customers, and the revenue re- 
ceived per residential customer during 
the last twenty-two years. [Table 
omitted. ] 

In the previous tables we have no- 
ted the fact that the Detroit Edison 
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Company is supplying more energy at 
a lower cost than the Nation’s average 
and in the above table we have the 
summation of the previous informa- 
tion together with the average annual 
revenue paid per residential customer. 
It is especially worth noting that while 
the kilowatt-hour usage per customer 
during this 22-year period has in- 
creased 154 per cent, the average cost 
of the energy has decreased 35 per 
cent so that while the customer usage 
of electrical energy is now approx- 
imately 23 times what it was in 1915, 
the total cost of this energy is only 
approximately 1% what it was in 
1915. 

[17, 18] During this entire period 
of twenty-two years and for sixteen 
years previous to that, the present 
room basis type of residential rate has 
been in effect. This rate is of the gen- 


eral block type rate but contains a pro- 
vision whereby the amount of energy 
in the first block is determined by the 
number of rooms in the customer’s 


home. This demand feature of the 
rate was undoubtedly warranted at the 
time it was instituted and for many 
years thereafter, for during that peri- 
od the consumption of electrical ener- 
gy for residential use was largely for 
the purpose of lighting. There was 
unquestionably a rather direct rela- 
tionship between the size of a cus- 
tomer’s home and the demand that he 
would place on the company for light- 
ing purposes and, therefore, a rate tak- 
ing this into consideration, was rea- 
sonable. 

In more recent years the use of a 
variety of electrical appliances in the 
home such as flat irons, fans, toasters, 
sweepers, radios, refrigerators, wash- 
ing machines, waffle irons, electric 
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plates, stoves, ranges, and water heat. 
ers has increased so that at the pres. 
ent time the demand based on the 
number of rooms is not a true measure 
of the demand of any customer. Fur. 
thermore, the general character of the 
company’s business has changed s 
that the industrial and commercial 
load rather than the domestic load is 
creating the maximum demand on the 
company’s generating and distribution 
facilities. 

It is also true that the room type of 
rate works a hardship on those cus. 
tomers in moderate circumstances liy- 
ing in older houses having many 
rooms. This is typical of many farm 
homes where there are either unused 
or rarely used rooms which are never- 
theless taken into consideration when 
establishing that customer’s rate. 

The rate which is in effect at the 
present time is as follows: [Schedule 
omitted. ] 

It is evident from the application of 
this rate that a customer having a 
room count of 3 on the above basis 
would pay less for a consumption of 
say 50 kilowatt hours per month than 
would a customer having a room count 
of 4, as in the first case the customer 
would pay 10 per cent per kilowatt 
hour for the first 9 kilowatt hours 
while the second customer would pay 
10 cents per kilowatt hour for the first 
12 kilowatt hours. Differences such 
as this are justified and reasonable as 
long as the form of rate distributes 
the charges for service among the cus- 
tomers in proportion to the cost creat: 
ed by their requirements. From the 
above discussion it is evident that the 
room type of demand rate no longet 
properly distributes these costs an( 
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RE DETROIT EDISON CO. 


that as a result it has now become un- 
reasonable and discriminatory. 

[19] A consideration of the various 
forms of rates available for this type 
of service indicates that a straight 
block type rate is the fairest under the 
conditions existing at the present time. 
In this form of rate the blocks are of 
the same size for all residential cus- 
tomers and, therefore, each customer 
pays the same amount through the 
higher rate for the first block to cover 
those costs of service such as meter 
reading, billing, bookkeeping, etc., 
which are practically the same for 
each customer independent of the 
amount of energy used. 

From a practical standpoint another 
very real advanatge of this type of 
rate is simplicity of form which makes 
it possible for each and every customer 
to calculate his own bill if he desires, 
and really understand what he is be- 
ing charged for electrical energy. 


Commercial Rates 


[20] At the present time there are 
four demand type commercial rates, 
namely, the standard lighting regular 
rate, the standard power rate for al- 
ternating current service, the standard 
power rate for direct current service, 
and the secondary supply rate. These 
rates were apparently designed to take 
care of different classes of service that 
existed at the time the rate was in- 
itiated but the present result is to cre- 
ate confusion in the minds of the cus- 
tomers and additional expense to the 
company in applying the multiplicity 
of rates. These rates are also limited 
in application so that commercial es- 
tablishments are required to have sep- 


arate meters and separate bills for light 
and power service. 

It appears desirable to replace with 
a single new rate the four existing 
rates but it is impossible to do this 
without making the new rate lower in 
every particular than any of the old 
rates and thus producing an excessive 
loss of revenue to the company or else 
making the new rate higher in certain 
particulars than the old rate and thus 
by its adoption increasing charges to 
certain existing customers. Ifthe new 
rate be a combination rate whereby 
both light and power service may be 
secured by a customer through one 
meter there will be offsetting advan- 
tages to many customers now having 
two meters so that a rate can be de- 
signed which will adversely affect only 
a limited number of commercial cus- 
tomers. 

In view of the above it therefore 
appears desirable that a new commer- 
cial rate of the demand type includ- 
ing both light and power service 
should be installed and that at the 
same time the present commercial and 
small power rates enumerated above 
should be permitted to remain in effect 
for a limited period so that those few 
customers who would otherwise be ad- 
versely affected by the new rate may 
remain on their present rate long 
enough for the company to give in- 
dividual attention to the need of each 
of these customers. After completing 
this change, the commercial rate 
schedules would be reduced to two, the 
new rate of the demand type and the 
straight block rate which is now in 
effect and which would continue to be 
advantageous for customers with poor 
load factors. 
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XVII 
Conclusion 


The abolishment of the room rate 
basis and the application to all resi- 
dential customers of the block type of 
rate results in a great simplification 
of the rate structure. It will then be 
very much easier for the householder 
to watch his meter himself and to un- 
derstand just what the amount of his 
bill should be, and thereafter it will be 
a simple undertaking to reduce or in- 
crease the revenues of the utility as 
the results of its operations may from 
time to time warrant. The only real 
test of rates is from actual operation. 
If the rates we are placing into effect 
shall prove, after they have been in 
force for a reasonable time, to be too 
high it will be a simple matter to low- 
er them by decreasing the charge for 
any one step, or all of the steps, or 
by shortening any step that should be 
shortened. 

If, on the other hand, these rates 


shall prove to be too low it will like 
wise be a simple matter to raise them 
by increasing the charge for some of 
the steps or by lengthening any step 
that should be lengthened. 

The order that accompanies this 
opinion sets forth the new rates above 
discussed in detail, and some other 
rates that are now being reduced and 
modified, and shows the effect of the 
changes that are being made. 

The changes and reductions will 
take effect on all meter readings after 
November 1, 1936. That will mean 
that as a practical proposition the ef- 
fective date of the order is of sub- 
stantially October 1, 1936. 

The Commission will in its order re- 
tain jurisdiction of the entire matter, 
and the rates, charges, practices, and 
services of the Detroit Edison Com- 
pany, and will constantly watch the 
effect of the rates in their actual op- 
eration, for the guidance of the Com- 
mission in the future. 
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Re Capital Transit Company 


[P.U.C. No. 2843/10, Formal Case No. 267, Order No. 1535.] 


Service, § 412 — One-man street cars — Lawfulness of operation — Statute re- 


lating to horse cars. 


1. An act of Congress, enacted at a time when horse cars and electric cars 
were both being operated, prohibiting the conductor on a horse car from 
acting as a driver applies only to the type of equipment specifically men- 
tioned therein, namely, horse cars or cars drawn by horse power, and does 
not prohibit the operation of one-man electric cars, p. 41. 


Service, § 104 — Commission jurisdiction — Street cars — Service and equip- 


ment — One-man cars. 


2. The Commission has authority to pass upon and specify equipment to 
be used in public service, including the use of one-man street cars, p. 41. 
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Service, § 489 — Weight of evidence — One-man car operation. 
3. The weight to be given testimony and exhibits concerning the experi- 
ence of transit companies in other cities with respect to the operation of 
one-man cars depends upon the comparability of the circumstances and 
conditions, including topography, types and conditions of cars used, density 
of traffic, and traffic conditions, p. 42. 


Service, § 489 — Admissibility of evidence — One-man car operation. 
4. Testimony concerning the experience of transit companies in other cities 
with respect to the operation of one-man cars has relevancy and is indica- 
tive of the experience with the operation of one-man cars of the street car 
industry generally, p. 42. 

Service, § 410 — Street railway — One-man cars. 
5. The Providence type of car, although superior to a number of other 
cars, is not such a car as to warrant an increase in the basic number of one- 
man cars by cars of this type, but any addition to the aggregate number 
of one-man street cars should be attained through cars of the most modern 
type, capable of attaining speed at least comparable to the average of two- 
man equipment and giving adequate, safe, and comfortable service—a car 
equivalent or superior to the Presidents’ Conference car, although the Provi- 
ar type car may be substituted for existing one-man cars to be retired, 
p. 43. 


Service, § 412 — Street railway — One-man cars — Safety. 
6. One-man cars are at least as safe as two-man cars, p. 43. 


[September 23, 1936.] 


F . ighowemayen for authority to operate additional one-man 
street cars; motion to dismiss denied, substitution of one 
type of one-man car for existing one-man cars authorized, 
and addition of another type of one-man cars authorized. 


> 


APPEARANCES: Chester H. Gray, 
Assistant Corporation Counsel, for 
the Commission ; William A. Roberts, 
People’s Counsel; William McK. 
Clayton, for the Federation of Citi- 
zens’ Associations; and S. R. Bowen 
and G. Thomas Dunlop, for the Cap- 
ital Transit Company. 


By the Commission: On August 
6, 1935, the Capital Transit Company 
filed a petition for authority to operate 
as one-man cars the 20 so-called 
Presidents’ Conference cars purchased 
in 1935. On May 27, 1936, the com- 
pany filed another petition for author- 
ity to purchase 20 cars formerly in 


service in Providence, Rhode Island, 
and, after reconditioning, to place 
them in one-man operation. 

On May 28, 1936 (Order No. 
1512), the Commission initiated an 
investigation and gave notice of in- 
tention to hold a public hearing on the 
petitions. Pursuant to notice dated 
June 30, 1936, hearing was begun on 
July 13, 1936, and lasted six full days. 

Representatives of all parties in in- 
terest, including the company, labor 
groups, civic organizations, and the 
general public, participated in the 
hearing. Counsel have been named at 
the beginning of the order. 

[1,2] At the beginning of the hear- 
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ing, counsel for the Federation of Citi- 
zens’ Associations entered several mo- 
tions, which were overruled at the 
time, with the exception of a motion 
that the proceeding be dismissed on 
the ground that an Act of Congress 
approved July 29, 1892 (27 Stat. at L. 
334), prohibits the operation of one- 
man cars in the District of Columbia. 
The full text of the act is as follows: 


“Be it enacted by the Senate and 
House of Representatives of the Unit- 
ed States of America in Congress as- 
sembled, That after the first day of 
January, eighteen hundred and ninety- 
three, it shall be unlawful for any 
street railway company owning or op- 
erating any line of street railway with- 
in the limits of the city of Washing- 
ton, or the greater part of which lines 
lies within said city limits, to use upon 
such road any ‘one horse’ cars. After 
said date, all cars used within the said 
limits shall, if drawn by horse power, 
be of the size and style known as ‘two 
horse cars,’ and each car shall be in 
charge of a conductor, and such con- 
ductor shall not act as a driver: Pro- 
vided this act shall not apply to any 
company operating street railways out- 
side the limits of the city of Washing- 
ton or through unimproved and 
sparsely settled sections of the same, 
until such time as the Commissioners 
of the District of Columbia shall deem 
necessary for the public needs. Any 
railroad company violating the provi- 
sions of this act shall be subject to a 
fine of twenty-five dollars per day for 
each car, and for every day it may be 
so operated, to be recoverable by ac- 
tion instituted in the name of the Com- 
missioners of the District of Columbia 
in any court of competent jurisdiction 
within the District, and all fines col- 
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lected on such account shall, when col- 
lected, be paid into the Treasury for 
the use of the District of Columbia. 
It is hereby made the duty of the Com- 
missioners of said District to see that 
this act is strictly enforced.” 

Ruling on this motion was reserved. 
The Commission now holds and rules 
that the said Act of July 29, 1892, ap- 
plies only to the type of equipment 
specifically mentioned therein, namely, 
horse cars or cars drawn by horse 
power. At the time of the passage of 
the act, street cars propelled by electric 
and cable power were being operated 
under authority of previous Acts of 
Congress. The Commission is also of 
the opinion that the Act of Congress 
of March 4, 1913, vests it with author- 
ity to pass upon and specify equip- 
ment to be used in public service in the 
District of Columbia; that service and 
equipment are integrally related; and 
that without such authority regulation 
by the Commission would be ineffec- 
tive, if not impossible, and the intent 
of the Act of March 4, 1913, would 
be frustrated. Therefore, the motion 
to dismiss the proceedings on the 
ground urged will be denied. This 
ruling applies likewise to the similar 
motion of the people’s counsel, made 
at the conclusion of the hearing. The 
motion of the people’s counsel to dis- 
miss the applications on the ground 
that cars of the type proposed to be 
purchased and reconditioned are not 
and would not be satisfactory for op- 
eration in the District of Columbia is 
a matter going to the merits of the 
case, and the decision herein of the 
Commission will be deemed its ruling 
upon this motion. 

[8, 4] Considerable testimony and 
many exhibits were presented concern- 
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RE CAPITAL TRANSIT CO. 


ing the experience of transit compa- 
nies in other cities with respect to the 
operation of one-man cars. The Com- 
mission recognizes that the weight to 
be given such testimony depends upon 
the comparability of the circumstances 
and conditions, including topography, 
types and conditions of cars used, 
density of traffic, traffic conditions, 
etc., obtaining in those cities as com- 
pared with conditions and circum- 
stances obtaining in the District of Co- 
lumbia. The Commission is of the 
view that such testimony has relevancy 
and is indicative of the experience 
with the operation of one-man cars of 
the street car industry generally. 

[5,6] Evidence was also introduced 
showing the experience of the Capital 
Transit Company with respect to the 
operation of one-man cars in the Dis- 
trict of Columbia, and particularly 
with reference to matters of speed, 
safety, comfort, and economy of one- 
man car operation as compared with 
two-man car operation. 

The testimony appertaining to the 
experience of transit companies in oth- 
er cities indicates generally that for 
speed, safety, and comfort one-man 
cars and one-man car operation are 
substantially equal to two-man cars 
and two-man car operation, and that 
material economies result from one- 
man operation. The experience of the 
Capital Transit Company in the Dis- 
trict shows that one-man operated cars 
are at least as safe as two-man operat- 
ed cars; that the comfort features of 
the two types of cars are equal; and 
that, taking each of the two types of 
cars as a whole, the difference in speed 
is approximately one mile per hour in 
favor of two-man cars. As herein- 
after more fully stated, cars of the 


Presidents’ Conference type, operated 
by one man, would offset that differ- 
ence. 

One-man street cars in the District 
of Columbia are not novel. Such cars 
have been on the streets of Washing- 
ton for more than seventeen years. 
There are at the present time 71 one- 
man cars in operation in the District, 
of which 27 were purchased new and 
44 are conversions of two-man cars 
or reconditioned Providence cars of 
the type covered by the application of 
May 27, 1936. In 1922, the Commis- 
sion had occasion to consider the mat- 
ter of one-man cars, and on February 
27, 1922, in Formal Case No. 109, en- 
tered its Order No. 462 (P.U.R. 
1922C, 848, 859) reading, in part, as 
follows: 

“During 1920 the Commission au- 
thorized the Washington Railway & 
Electric Company to equip a number 
of its smaller double-truck, two-man 
cars for one-man operation as an ex- 
periment. The Capital Traction 
Company also was authorized to con- 
vert one of its old single-truck cars for 
similar experimental use, but it was 
withdrawn from service after operat- 
ing for a short time. 

“About 33 such cars are in opera- 
tion on six different lines of the Wash- 
ington Railway & Electric Company. 

“The operation of these cars up to 
the present time has demonstrated the 
efficiency and economy of this type of 
equipment, the actual saving in operat- 
ing costs for the year 1921, having 
been $80,146.47, of which $72,308.18 
is applicable to operations in the Dis- 
trict of Columbia. Experience has 
shown that the particular type of 
equipment so far used has not been en- 
tirely satisfactory, owing mainly to 
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the limitation of the entrance and 
exit facilities. These were originally 
provided in accordance with standard 
one-man safety car practice, but it has 
been found that peculiar local condi- 
tions demanded more commodious 
means of ingress and egress. In the 
latest type of one-man car placed in 
operation separate entrance and exit 
doors have been provided together 
with additional facilities to add to the 
comfort, convenience, and safety of 
passengers. 

“In all of the cars so far equipped 
as one-man safety cars there has been 
incorporated all of what are known as 
‘safety car devices,’ these comprising 
inter-locks so arranged that the service 
doors cannot be opened until the 
brakes have been applied, and the cars 
cannot be started until the doors are 
closed, and emergency apparatus 
which shuts off the power, sands the 
track, applies the brakes, and releases 
the mechanism of all the doors au- 
tomatically in event of mishap to the 
operator or failure on his part to con- 
tinue to depress a button on the con- 
troller or a foot pedal. In the latest 
type of equipment there has been add- 
ed as a further safeguard and conven- 
ience, a conspicuous handle for open- 
ing each of the doors when released in 
emergency. Another feature not in 
general use elsewhere, is the installa- 
tion of two extra lights over the door- 
ways which are automatically turned 
on when the doors are opened and ex- 
tinguished when the doors are closed. 
This latest form of one-man car con- 
stitutes the very highest type of such 
equipment so far constructed, and will 
be followed in the future in remodel- 
ling other cars. 

“The testimony of the company is 
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to the effect that the records of ac. 
cidents for the period during which 
one-man cars have been in operation 
shows them to be somewhat safer than 
the average equipment as respects the 
passenger, from the time he starts to 
enter the car until after he has left it. 
The number of collisions with vehicles 
has so far been relatively higher with 
the one-man cars, a variation which is 
in some part due to the character of 
the lines on which these cars have been 
operated and in some part, no doubt, 
to the lack of extensive experience on 
the part of the operators. It is 
claimed, however, that the compara- 
tively higher rate of vehicular colli- 
sions is accompanied by a low rate of 
passenger injuries, implying a lack of 
severity in the accidents of the former 
class. 

“In view of the economies effected 
and the additional safety to passengers 
provided by this type of equipment, as 
well as the improvements which have 
been prompted by the experience 
gained in the experimental period of 
operation and which tend to remove 
the features which have been found 
objectionable, the Commission is of 
the opinion that the operation and de- 
velopment of one-man cars, are in the 
interest of safety and economy and 
that the company should be permitted 
to extend the use of such cars.” 

At other times the Commission has 
held hearings and entered orders rela- 
tive to one-man cars. Reference is 
made particularly to Order No. 538 of 
October 30, 1924, and Order No. 680 
of September 8, 1927. 

A witness for the company present- 
ed an income statement for the twelve 
months’ periods ended May 31, 1935, 
and May 31, 1936 (Exhibit 25), 


44 





IN 


of ac- 
which 
ration 
r than 
ts the 
rts to 
eft it. 
hicles 
' with 
‘ich is 
er of 
> been 
loubt, 
ce on 
It is 
para- 
colli- 

ite of 

ck of 

rmer 


ected 
igers 
it, as 
have 
ience 
d of 
nove 
ound 
s of 
1 de- 


RE CAPITAL TRANSIT CO. 


showing net corporate income during 
the earlier period of $894,655.61, and 
during the latter period of $39,061.58. 
Increased operating expenses of the 
company during the second period re- 
ferred to were due, in large part, to the 
adoption through arbitration of a new 
wage scale which added approximately 
$700,000 per year to the payroll of the 
company. There is no expectancy that 
the wage scale will be less, in the ab- 
sence of the company reaching such 
financial straits as to be unable to con- 
tinue the increase. The record shows 
that part of the operating expenses in- 
cluded in the statement were of a non- 
recurring nature, having occurred by 
reason of the extraordinary expendi- 
tures in connection with rerouting 
track changes and replacement of 
street cars by busses on the Chevy 
Chase and Anacostia lines. 

The witness gave a summarization 
of the more important expenditures 
made between December 1, 1933, the 
date of the merger, and April 1, 1936, 
including $2,124,319 for 250 new 
busses, $362,210 for 20 new street 
cars, $892,614 for other additions and 
betterments other than track, and $1,- 
975,114 for track changes, additions, 
and replacements, an aggregate of 
$5,354,257 chargeable to capital in- 
vestment. Substantial additional 
changes have occurred since. 

The record is replete with other 
Statistical data as to passengers, fares, 
transfers, passenger revenues and ex- 
penses, platform wages, and other 
matters, both locally and in other 
cities. 

The financial condition and income 
of the company is such as to warrant 
everyone charged with any responsibil- 
ity for the operation and service to 


take stock. It is clear that, if the 
company is to provide new equipment 
and other facilities, and give ample 
service to the public, every effort must 
be made to provide the means there- 
for. 

The greatest need of the company is 
better rolling stock, but there is also 
need for money to recondition track, 
construct and improve buildings, and 
to otherwise improve the plant and 
equipment. The depreciation reserve 
is not an indication of a depreciation 
fund in like amount and therefore 
does not afford a source from which 
funds may be procured for capital 
purposes. In principle, accruals to the 
reserve represent property consumed 
in public service. The ability to ob- 
tain finances is dependent mainly up- 
on potential ability to operate at a 
profit, which in turn depends in large 
measure upon rendition of reasonable 
service (which requires proper equip- 
ment). 

The amount of increased net reve- 
nue to be derived from change to one- 
man operation would depend upon a 
number of elements, among the most 
important being the effects of wage 
differentials, employment of special 
personnel such as fare collectors, and 
lessened speed unless the equipment 
used is capable at least of the speed 
of two-man cars. Slower operation 
usually means lessened revenue per 
mile. Giving consideration to all the 
elements, there is no doubt that the net 
favorable figure could be materially 
increased by operation of modern 
equipment, whether by one man or 
two men, and by the additional pas- 
sengers who would be attracted to the 
service by reason of newness, speed, 
and comfort of the equipment. 
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The Providence type car was built 
in 1924-1925 for one- or two-man 
operation. Cars of this type hereto- 
fore purchased by the Capital Transit 
Company were reconditioned before 
being placed in local service. The 
Commission, while recognizing the 
superiority of the Providence car over 
a number of other cars operated by 
the company, does not believe that its 
speed, particularly with reference to 
acceleration and deceleration, is such 
as to warrant an increase in the basic 
number of one-man cars by cars of 
this type. It believes that the attrac- 
tiveness and serviceability of the car 
are such as to warrant the acquisition 
of such equipment for replacement of 
some existing one-man cars or for 
operation by two men. In reaching 


this conclusion, the Commission feels 
that the time has come when the Cap- 
ital Transit Company should modern- 


ize its equipment in order to improve 
its service to the public and to attain 
street car speeds that will reasonably 
compete with other modes of trans- 
portation. The public rightfully de- 
mands the maximum speed consistent 
with safety. 

The Commission believes that under 
existing conditions any additions to 
the aggregate number of one-man 
street cars in the District of Columbia 
should be attained through cars of the 
most modern type, capable of attain- 
ing speed at least comparable to the 
average speed of two-man equipment, 
and giving adequate, safe, and com- 
fortable service. 

Service is all important in mass 
transportation. The problem, there- 
fore, is, giving consideration to all 
material elements, the best method by 
which this can be accomplished. 
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Speed, safety, and comfort are the 
vital factors in furnishing reasonable 
service. The Presidents’ Conference 
car is equal in these factors to any car 
known to the Commission and sv- 
perior to all other types of cars in the 
District of Columbia. The operating 
efficiency of this car has been proved, 
and its superior potential speed known, 
It is the belief of the Commission that 
cars of the Presidents’ Conference 
type operated by one man are capable 
of an operating speed equal to or 
greater than that of other two-man 
cars now in operation in the District, 
without jeopardizing the safety of the 
riders or the public, and that they fur- 
nish greater comfort. 

The record shows that in no case 
has the placing in service of one-man 
cars caused any employee of the Cap- 
ital Transit Company or its predeces- 
sors to lose his position. The policy 
has been to make the conversion so 
gradual as to insure continued em- 
ployment of the men already in serv- 
ice. Representatives of the company 
testified that the policy would be fol- 
lowed in the event that one-man op- 
erations should be increased. A wit- 
ness for the company stated that as of 
July 1, 1936, the company had in its 
employ 2,161 trainmen and bus op- 
erators, the highest number since the 
merger on December 1, 1933, when 
there were 1,527 such employees, the 
former figure representing an increase 
of 634 or more than 40 per cent, also 
that the number of passengers is in- 
creasing at the rate of 9 per cent an- 
nually, and that there would doubtless 
be necessity for the employment of 
additional operating men even if the 
proposed increase in one-man cars oc- 
curs, 





IN 
re the 


Onable 
erence 
ny Car 
id Su- 
in the 
rating 
roved, 
nown, 
n that 
rence 
apable 
to or 
)-man 
Strict, 
»f the 
y fur- 


RE CAPITAL TRANSIT CO. 


The Commission believes that one- 
man cars are at least as safe as two- 
man cars. The factor of speed has 
been fully considered and discussed, 
and, to reiterate, the Commission be- 
lieves the attainment of proper speed 
on one-man cars can only be obtained 
by the use of modern equipment, such 
as the Presidents’ Conference car. It 
believes, however, that replacement of 
certain existing one-man cars with 
cars of the Providence type would be 
in the public interest. The Commis- 
sion believes further that the opera- 
tion of the 20 Presidents’ Conference 
cars by one man should be permitted, 
on the ground that they can attain 
proper speed and the further ground 
that the economies effected thereby 
will to some extent permit the compa- 
ny to improve its service and continue 
its program of betterment of plant and 
equipment. 

The Commission concludes, there- 
fore, that the Capital Transit Com- 
pany should be authorized to purchase 
the 20 one-man street cars of the 
Providence type as set forth in the ap- 
plication of May 27, 1936, and permit- 
ted to recondition said cars, in accord- 
ance with specifications to be approved 
by the Commisssion, for one-man op- 
eration, provided a like number of ex- 
isting one-man cars be retired from 
service as One-man cars, or for two- 
man operation ; that the application of 
August 6, 1935, for authority to op- 
erate the 20 Presidents’ Conference 
cars as one-man cars should be ap- 
proved ; and that under existing condi- 
tions any further additions to the fleet 
of one-man cars in the District of Co- 
lumbia should be brought about only 


through the acquisition of cars equiva- 
lent or superior to the Presidents’ 
Conference car. 

It is ordered: 

Section 1. That the motion of the 
Attorney for the Federation of Citi- 
zens’ Associations, that the case be dis- 
missed on the ground that the Act of 
Congress approved July 29, 1892 (27 
Stat. at L. 334), prohibits the opera- 
tion of one-man street cars, be and it is 
denied. 

Section 2. That the acts and rul- 
ings of the presiding Commissioner 
made during the public hearing be and 
they are approved and confirmed. 

Section 3. That the Capital Trans- 
it Company be and it is authorized to 
purchase 20 street cars of the Provi- 
dence type, as more fully described in 
the application of May 27, 1936, on 
the condition that said cars be recondi- 
tioned in accordance with specifica- 
tions to be approved by the Com- 
mission, for one-man operation, pro- 
vided a like number of existing one- 
man cars be retired from service as 
one-man cars, or for two-man opera- 
tion 

Section 4. That the company shall 
inform the Commission within thirty 
days of the date of this order whether 
the cars will be purchased and, if so, 
whether they will be reconditioned for 
one- or two-man operation. If for 
one-man operation, the company shall 
also inform the Commission of the 
identifying numbers of the existing 
one-man cars to be retired. 

Section 5. That the Capital Trans- 
it Company be and it is authorized to 
operate the 20 Presidents’ Conference 
cars as one-man cars. 





16 P.U.R.(N.S.) 





MICHIGAN PUBLIC UTILITIES COMMISSION 


MICHIGAN PUBLIC UTILITIES COMMISSION 


Re Michigan Public Service Company 


[D-2927.] 


Service, § 194 — Extensions — Customer contributions — Minimum guaranty ~ 
Rural lines. 
1. A plan for rural electrification was approved under which line exten- 
sions would be made without contribution by the customers, as formerly, 
but a guaranteed minimum monthly payment would be required, p. 48. 


Service, § 181 — Extensions — Limitation on expenditure. 
2. A reservation in a rural electric extension plan providing that the com- 
pany may refuse to make any extension that in its judgment is not eco- 
nomically justified, when subject to review by the Commission in case of 
disagreement, is sufficient and more suitable than an attempt to limit con- 
struction costs to an exact amount before rural extension work has been 
completed by the company, p. 49. 

Service, § 198 — Electric extensions — Consideration of seasonal customers — 

Customers per mile. 

3. An electric utility establishing a rural electric extension plan, involving 
construction at the company’s expense where there are five customers per 
mile, should not state precisely the consideration that shall be given to 
seasonal customers in deciding the number of customers per mile, but until 
experience in rural extensions has been had by the company, individual cases 
should be considered upon their own merits under the general provision 
relating to the permanence and probable use of service, p. 49. 

Rates, § 358 — Rural electric — Minimum monthly bill. 
4. A minimum monthly bill per customer on rural extensions of $3, while 
the standard rural rate is $1, should be disapproved since it tends to pre- 
vent the larger users on an extension from taking their full proportionate 
share of the guaranty and thus relieve the small customer of a burden which 
he may not be in a position to carry, p. 50. 

Service, § 195 — Rural electric extension — Guaranty of revenue. 


5. A monthly guaranty of revenue as a condition of extending rural elec- 
tric service should be such an amount that it enables the company to finance 
the extension but not such an amount that it makes the cost of energy pro- 
hibitive to the customer, p. 50. 


[August 21, 1936.] 
F  yteam axe by electric utility company for approval of 
rural electrification plan; granted in modified form. 
¥ 


By the Commission: [1] The mission a petition requesting approval 
Michigan Public Service Company on of a rural electrification plan where- 
July 13, 1936, filed with this Com- by line extensions could be made with- 
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RE MICHIGAN PUBLIC SERVICE CO. 


out contribution by the customers but 
with a guaranteed minimum monthly 
payment. 

The petitioner represents that its 
present rural extension policy which 
requires a contribution by the custom- 
er has proven unsatisfactory and is 
now obsolete and that the plan now 
proposed has been prepared as the re- 
sult of several conferences between its 
representatives and representatives of 
the engineering department of this 
Commission. 

Examination of the proposed plan 
shows that it follows in general the 
same lines as other rural extension 
policies recently approved by this 
Commission in that it: 

(1) Provides for the building of 
an extension without contribution by 
the customer when there is an average 
of five or more customers per mile of 
required line extension and each orig- 
inal customer on the extension has 
guaranteed to the company as a mini- 
mum monthly payment an amount 
which, added to the other guaranteed 
minimum payments aggregates 14 per 
cent net per month of the total con- 
struction costs of such extension. 

(2) Provides that the customer’s 
monthly guaranty is reduced to the 
minimum of the rate under which he 
is served at the end of any period of 
five consecutive years during which 
the payments for service, computed by 
applying the company’s rural rates as 
specified in the rural extension policy, 
shall have aggregated for each year at 
least 18 per cent of the actual cost of 
such extension. 


(3) Provides for an annual revi- 
sion of the guaranteed minimum for 
each customer as the number of cus- 


[4] 


tomers on the extension increases or 
decreases. 

(4) Provides a method whereby 
seasonal customers may qualify under 
the extension policy. 

(5) Provides that private right of 
way shall be furnished by the custom- 
ers without cost to the company. 


The proposed rural line extension 
policy differs from the usual rural 
policies in that: 

(1) It provides that the company 
will not invest in excess of an average 
of $280 per customer for total con- 
struction costs in any rural extension. 


(2) The rate incorporated in the 
plan differs from the standard rates 
for similar service in that it carries a 
requirement for a $3 monthly mini- 
mum payment in place of the usual 
$1 minimum. 


[2] The reservation made by the 
company in its proposed rural exten- 
sion plan that it will not invest more 
than $280 per customer in any rural 
extension places a limit on expendi- 
tures which this Commission is unwill- 
ing to approve at the present time. 
The same paragraph in the proposed 
plan makes the further general restric- 
tion that “The company reserves the 
right to refuse to make any extension 
that in its judgment is not economical- 
ly justified.” The Commission is of 
the opinion that this reservation, sub- 
ject to review by this Commission in 
case of disagreement, is sufficient and 
more suitable than an attempt to limit 


‘construction costs to an exact amount 


before more rural extension work has 
been completed by this company. 

[3] The proposed plan also attempts 
to state quite precisely the considera- 
tion that shall be given to seasonal cus- 
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tomers in deciding whether there are 
five customers per mile. As in the 
matter discussed in the preceding para- 
graph, the Commission is of the opin- 
ion that at this time and at least until 
more experience in rural extensions 
has been had by this company that in- 
dividual cases should be considered 
upon their own merits under the gen- 
eral provision, “The permanence and 
probable use of service by nonfarm 
customers will be taken into account 
in determining their rating as equiva- 
lent of farm customers,” which applies 
to summer cottages under the defini- 
tion of “nonfarm customer.” 

[4, 5] The minimum monthly bill 
per customer on the proposed rate is 
$3 while that of the standard rural 
rate is $1. This higher individual 
monthly minimum would tend to pre- 
vent the larger users on an extension 
from taking their full proportionate 
share of the guaranty and thus reliev- 
ing the small customer of a burden 
which he may not be in a position to 
carry. This completely eliminates the 
cooperative feature of the rural plan 


which has appealed strongly to this 
Commission in that each one of the 
group desiring an extension was able 
to assume his proper share of the 
guaranty which is necessary during 
the development of customer usage of 
energy on the extension. During this 
period the guaranty has to be such an 
amount that it enables the company to 
finance the extension but not such an 
amount that it makes the cost of ener- 
gy prohibitive to the customer. Both 
the company and the customers on an 
extension must expect to receive a 
minimum of profit from the extension 
during this period with the expectation 
that full customer usage of electric 
service will in a few years make the 
installation profitable to both. 

In view of the above the Commis- 
sion is of the opinion that the proposed 
plans as outlined in the petitioner’s ap- 
plication should be modified in accord- 
ance with the foregoing suggestions, 
and that as thus modified they should 
be approved and that service should 
be rendered under the standard rural 
rates of the company. 





CALIFORNIA RAILROAD COMMISSION 


Re California Water Service Company 


[Decision No. 28793, Application No. 20497.] 


Security issues, § 113 — Amortization of duplicate interest — Refunding bonds. 
1. A corporation issuing 4 per cent refunding bonds in order to redeem 
5 per cent bonds should not amortize the duplicate interest, but this interest 
should be paid as a current expense charged to income for the current year, 


p. 52. 


Security issues, § 116 — Financing costs — Unamortized discount and expense — 


Refunding bonds. 


2. A corporation issuing 4 per cent refunding bonds for the purpose of 
redeeming 5 per cent bonds was permitted to amortize the premium and 
the unamortized discount and expense on the 5 per cent bonds, although 
it was said that the unamortized discount and expense and the premium 
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should be charged to surplus at the time the 5 per cent bonds are redeemed ; 
such amortization was held not to relate to the issue and sale of the 4 per 
cent bonds and not to be a part of the money obtained through their issu- 


ance, p. 52. 


[May 4, 1936.] 
F  iger penn for authorization to issue bonds and serial notes 


and to mortgage water utility property; application granted 
subject to condition. 


APPEARANCES: McCutchen, Olney, 
Mannon & Greene, by John O. Moran, 
for applicant. 


By the Commission: In this appli- 
cation the California Water Service 
Company asks the Commission to en- 
ter an order authorizing applicant— 

(1) To issue and sell at not less 
than par and accrued interest, $10,- 
000,000 of first mortgage 4 per cent 
bonds, series B, due May 1, 1961; and 

(2) To issue and sell at not less 
than 983 per cent of their face value 
and accrued interest $550,000 of serial 
notes bearing interest at rates varying 
from 1.25 per cent per annum to 4.25 
per cent per annum, depending upon 
the date of maturity ; and 

(3) To execute and deliver a mort- 
gage of chattels and supplemental in- 
denture pertaining to its bonds and a 
trust indenture pertaining to its serial 
notes. 

The California Water Service Com- 
pany is engaged in the business of sup- 
plying and distributing water for do- 
mestic and industrial purposes in the 
following localities in the state of Cali- 
fornia: Redding, Willows, Chico, 
Oroville, Marysville, Dixon, Port 
Costa, Martinez (wholesale), Port 
Chicago (Bay Point), Walnut Creek 
(wholesale), Concord, Dansville, 
Crockett, Petaluma, South San Fran- 
cisco, Lomita Park, Hillsborough 
(Part), San Mateo, San Carlos, Los 


Altos, Valona, Stockton, Livermore, 
Bakersfield, Visalia, Hanford, Her- 
mosa Beach, Redondo Beach, and Los 
Angeles (Belvedere district). 

In Application No. 20498 the Bear 
Gulch Water Company asks permis- 
sion to sell its public utility water 
properties to California Water Service 
Company. The Bear Gulch Water 
Company is engaged in the business 
of a public utility water company in, 
and in the vicinity of, Menlo 
Park, Atherton, Woodside, Woodside 
Heights, and Portola Woods, all in the 
county of San Mateo. 

The California Water Service Com- 
pany as of February 29, 1936, reports 
stocks and bonds outstanding as fol- 
lows: 


’ 


The California Water Service Com- 
pany intends to redeem its outstanding 
$8,738,000 of 5 per cent bonds. Ap- 
plicant can at this time redeem said 
bonds by paying the principal thereof, 
the accrued interest and a premium of 
5 per cent. The date of redemption 
has not yet been fixed. The payment 
of the principal ($8,738,000) and the 
premium ($436,900) calls for an ag- 
gregate expenditure of $9,174,900. 
As shown in Application No 20498 
applicant will expend about $1,050,000 
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to acquire the properties and business 
of Bear Gulch Water Company. 

To obtain the funds necessary to 
carry out its refunding program, the 
acquisition of the properties of Bear 
Gulch Water Company and reimburse 
its treasury because of income invested 
in its properties, California Water 
Service Company asks permission to 
issue, as said, $10,000,000 of first 
mortgage 4 per cent bonds, series B, 
at not less than their face value and 
accrued interest, and $550,000 of 10- 
year serial notes at not less than 98} 
per cent of their face value and ac- 
crued interest. 

The serial notes mature at the rate 
of $55,000 per annum. They will be 
unsecured and will be issued under a 
trust indenture to be executed to the 
American Trust Company. The rate 
of interest and the maturity date of 
the notes are as follows: 


Rate of interest 


Maturity date per annum 
May 1, 1937 


May 1, 1938 


Numbers 


May 1, 1941 
May 1, 1942 


May 1, 1943 4.00% 


4.00% 

4.25% 

4.25% 
The proposed $10,000,000 of first 
mortgage 4 per cent bonds, series B, 
will be dated May 1, 1936, and mature 
May 1, 1961. The company agrees 
that, beginning with the year ending 
April 30, 1947, it will pay into a sink- 
ing fund a sum equal to } of 1 per cent 
of the maximum aggregate principal 
amount of all series B bonds out- 
standing at any one time. The sink- 
ing fund moneys may be used to re- 

deem bonds or acquire properties. 
In Exhibit 3 applicant reports that 
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it has expended for the acquisition of 
properties the sum of $1,441,902.72 
against which it has issued no bonds 
or stock. Some of the moneys neces- 
sary to make these expenditures were 
obtained from the sale of the com- 
pany’s properties in Fresno and some 
from earnings. The $1,441,902.72 
does not include the cost of the Bear 
Gulch Water Company properties. 

The cost of the properties of Cali- 
fornia Water Service Company, as 
shown by its books, and the amount 
it is paying for the properties of Bear 
Gulch Water Company, less the re- 
serves for accrued depreciation, is 
about $15,400,000. Exhibit 5 shows 
that the two companies in 1935 had 
available for interest, dividends, and 
surplus the sum of $899,333.98. 

[1, 2] Applicant estimates that 
through the refunding of its 5 per cent 
bonds by an issue of 4 per cent bonds 
it will effect an annual saving of about 
$42,000. In computing this saving 
the company charges duplicate interest 
to unamortized discount and expense 
and also charges to such discount and 
expense the premium which it must 
pay upon the redemption of its 5 per 
cent bonds. The present unamortized 
discount and expense is amortized 
over a period of years to and including 
1958, the year in which the 5 per cent 
bonds mature, were they not called 
for redemption. The net premium 
paid on such bonds, the duplicate in- 
terest and the expenses of the new is- 
sue of bonds are amortized over the 
life of the 4 per cent bonds. We do 
not favor the amortization of the 
duplicate interest. The payment of 
this interest is a current expense and 
it should be charged to 1936 income. 
The unamortized discount and expense 
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on the 5 per cent bonds and the pre- 
mium paid on such bonds should un- 
der our system of accounts be charged 
to surplus at the time the 5 per cent 
bonds are redeemed. However, for 
accounting purposes and convenience, 
we will modify our accounting re- 
quirements and permit applicant to 
amortize said discount, expense and 
premium, aggregating $752,863 on or 
before April 1, 1958. This amortiza- 
tion does not relate to the issue and 
sale of 4 per cent bonds and in our 
opinion is not a part of the cost of the 
money obtained through the issue of 


said 4 per cent bonds. Our order re- 
lieving the company from now charg- 
ing the $752,863 to surplus is per- 
missive and we reserve the right to 
modify or revoke it at any time. 
Applicant has filed with the Com- 
mission a copy, Exhibit A of its pro- 
posed mortgage of chattels and supple- 
mental trust indenture amending its 
indenture of April 1, 1928, and a copy 
of its proposed indenture, Exhibit B, 
defining and providing for the issue 
of its proposed serial notes. We have 
considered such instruments and find 
the same to be in satisfactory form. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


The Viscose Company 


v 


Lewistown-Reedsville Water Company 


[Complaint Docket No. 9648.] 


Reparation, § 22 — Grounds — Deviation from schedule. 
1. When a public service company makes charges in excess of those pro- 
vided in its tariff, the consumer paying such charges is entitled to a return 
of the excess so collected without proof that the charges are unreasonable 
in and of themselves, and without proof of additional damage, p. 54. 

Reparation, § 15 — Defenses — Good faith. 
2. That a public utility company’s interpretation of its tariff was bona fide 
is no defense to a claim of reparation for overcharges resulting from such 
interpretation, p. 55. 

Reparation, § 50 — Time limits — Excessive charges. 
3. A customer who has been overcharged by a public utility company 
through the utility’s erroneous interpretation of a rate schedule can be 
awarded reparation only for the period beginning two years prior to the 
date of filing the original complaint against charges and extending to the 
month in which the last excess payment was made, p. 56. 

[August 4, 1936.] 


"BP spevcter nig for reparation because of overcharges for water 
service; complaint sustained and reparation awarded. 


* 


By the Commisston: The instant 
petition, filed May 12, 1933, seeks 


reparation for alleged excess payments 
to respondent for certain water service 
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rendered to petitioner prior to April, 
1933. 

In connection with its industrial ac- 
tivities, petitioner in 1924 constructed 
a housing development in Granville 
township, Mifflin county, and respond- 
ent since then has been furnishing wa- 
ter service through a battery of two 
4-inch meters to that development, 
which comprises approximately 250 
houses and one sewage treatment 
plant. On June 14, 1932, The Viscose 
Company, petitioner herein, filed 
Complaint Docket No. 9224, alleging 
that respondent had been misinterpret- 
ing and misapplying its tariff ‘“Out- 
Put Charge” in computing charges 
for water service furnished the hous- 
ing development. On April 11, 1933, 
in Viscose Co. v. Lewistown-Reeds- 
ville Water Co. 12 Pa. P. S. C. 53 
(P.U.R.1933E, 78) we sustained that 
complaint and among other things or- 


dered respondent thereafter to apply 
its “Out-Put Charge” to the consump- 
tion through these 4-inch meters but 
once, rather than in accordance with 
the number of individual consumers in 
the housing development as had been 


the practice theretofore. Our finding 
was affirmed in Lewistown-Reedsville 
Water Co. v. Public Service Commis- 
sion (1933) 111 Pa. Super. Ct. 24, 4 
P.U.R.(N.S.) 222, 169 Atl. 406. 
Subsequently, respondent filed a 
supplement to its tariff to become ef- 
fective September 1, 1933, changing 
the language of its rules regarding the 
application of the “Out-Put Charge” 
to motor consumption to conform to 
respondent’s previous practice. How- 
ever, the reasonableness of the new 
rules was complained against by The 
Viscose Company, petitioner herein, 
by complaint filed August 8, 1933, 


16 P.U.R.(N.S.) 


Complaint Docket No. 9752. On De- 
cember 10, 1935, 13 P.U.R.(N.S.) 
48, we found such rules to be reason- 
able and dismissed the complaint. 
That finding is now before the supe- 
rior court on appeal in Viscose Co. vy. 
Public Service Commission, Septem- 
ber, 30, 1936. Respondent contends 
that before deciding the instant case 
we should await the court’s opinion in 
that proceeding. 

The evidence establishes that for 
the period from June, 1930, to March, 
1933, both inclusive, payments aggre- 
gating $19,181.02 were actually made 
by petitioner to respondent for water 
service through the two 4-inch meters 
at the housing development, and that 
if respondent had applied its “Out- 
Put Charge,” as the court and this 
Commission found it should have been 
applied, the charges for that period 
would have aggregated $6,770.24. 
The excess payments, therefore, total 
$12,410.78 and upon this sum peti- 
tioner and respondent are in agree- 
ment for the period noted. We there- 
fore find that petitioner has paid to 
respondent $12,410.78 in excess of the 
legally collectible rates for water serv- 
ice rendered from June, 1930, to 
March, 1933. 

Complainant’s Exhibit No. 1, sub- 
mitted at the hearing of May 14, 1936, 
sets forth similar data for the period 
from June, 1926, to March, 1933, 
showing actual payments of $43,- 
548.62, a total of $11,748.16 calculat- 
ed on the basis of our finding, or an 
excess payment of $31,800.46. Upon 
these calculations, petitioner and re- 
spondent are in agreement. 

[1] There being no dispute as to the 
amount of payments involved, the sole 
question raised is whether or not peti- 
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THE VISCOSE CO. v. LEWISTOWN-REEDSVILLE WATER CO. 


tioner is entitled to reparation in any 
amount, and, if so entitled, whether 
the reparation period shall begin two 
or six years prior to June 14, 1932, 
the date of filing of the complaint in 
Viscose Co. v. Lewistown-Reedsville 
Water Co. supra. The 2-year period 
is set forth in The Public Service 
Company Law, which petitioner con- 
tends does not govern, while the 6- 
year period is provided for by the stat- 
ute of limitation of the common- 
wealth, Act of March 27, 1913. 

The Viscose Company does not as- 
sert, and has made no attempt to 
prove, that the charges paid were un- 
just, unreasonable, or discriminatory. 
It stands upon the fact that the 
charges made were not in accordance 
with the provisions of respondent’s 
tariff and were, therefore, illegal. Re- 
spondent, on the other hand, contends 
that complainant, having failed to 
show unreasonableness of the charges 
or damage on account of their pay- 
ment, is not entitled to reparation, and, 
further, that if reparation is awarded, 
it must be limited to a period begin- 
ning June, 1930. 

We are of opinion and find that 
when a public service company makes 
charges in excess of those provided in 
its tariff, the consumer paying such 
charges is entitled to a return of the 
excess so collected without proof that 
the charges are unreasonable in and 
of themselves, and without proof of 
additional damage. 

[2] Respondent argues that its in- 
terpretation of its tariff was bona fide 
and that, therefore, it should not be re- 
quired to refund charges made in ac- 
cordance with that interpretation, but 
it does not suggest that the objections 
and representations made by petitioner 


with reference to the collection of 
charges under that erroneous interpre- 
tation were not made in equally good 
faith. It clearly appears that respond- 
ent has collected charges in excess of 
those properly collectible under its 
tariff filed with the Commission. It 
must, therefore, return the excess so 
collected. Whitcomb v. Duquesne 
Light Co. 2 Pa. P. S. C. 696 (P.U.R. 
1917B, 979); Reichert v. Trevorton 
Water Co. (1928) 9 Pa. P. S. C. 269, 
271. The Public Service Company 
Law expressly provides in Art. V, § 
5, that if the Commission “. . 

in like manner, shall find that the rates 
so collected are in excess of the rates 
contained in the tariffs or schedules of 
any such public service company on 
file or posted, and in effect and appli- 
cable at any time the said service was 
rendered,—the Commission shall, up- 
on petition, have the power and au- 
thority to make an order for repara- 
tion, awarding and directing the pay- 
ment to any such complainant, peti- 
tioner, within a reasonable time speci- 
fied in the order, of the amount of 
damages sustained in consequence of 
said unjust, unreasonable, or unlawful 
collections, acts, or omissions, regula- 
tions, classifications, or practices, of 
such public service company: Pro- 
vided, That such damages have been 
actually sustained by such complain- 
ant petitioner.” 

The Commission finding in Vis- 
cose Co. v. Lewistown-Reedsville Co. 
supra, that the rates collected were 
in excess of those contained in the wa- 
ter company tariff was affirmed on ap- 
peal: Lewistown-Reedsville Water 
Co. v. Public Service Commission, su- 
pra. It is therefore, unnecessary to 
await the outcome of the appeal now 
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pending before our superior court in 
Viscose Co. v. Public Service Com- 
mission, supra, which involves only 
the issue of reasonableness of the rates 
contained in the tariff filed by the wa- 
ter company as the result of the court 
opinion in Lewistown-Reedsville Wa- 
ter Co. v. Public Service Commission, 
supra. 

[3] The second point for our con- 
sideration is the extent of the repara- 
tion period. The Public Service Com- 
pany Law provides in Art. V, § 5: 
“No reparation, as herein provided, 
shall be awarded by the Commission 
unless the complaint or petition shall 
have been filed with it within two 
years from the time when the cause 
of action accrued.” Complainant 
argues that the case of Manning v. 
Newville Water Co. (1933) 111 Pa. 
Super. Ct. 229, 3 P.U.R.(N.S.) 370, 


378, 169 Atl. 254, is authority for the 
proposition that a cause of action ac- 
crues only when the Commission de- 
cides that a charge is unreasonable, in 
violation of a filed tariff, or otherwise 


illegal. We do not so interpret that 
decision. The Manning decision ap- 
plies only to situations where a com- 
plaint is filed against proposed rates 
prior to the effective date of the tariff 
containing such rates. This interpre- 
tation is necessitated by the opinion of 
the court at p. 242: 

“We are further constrained to 
state that the questions which have 
been adjudicated in the present issue 
apply only to rates which went into 
effect after a complaint had been filed 
and leaves the determination of ques- 
tions as to rates which were in effect 
before the filing of the complaint until 
such time as they shall properly arise.” 

We do not believe that law or rea- 
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son requires us to place what in our 
opinion would be a strained and im- 
proper interpretation upon the 2-year 
limitation expressed in The Public 
Service Company Law: McNally vy. 
Bell Teleph. Co. of Pennsylvania, 13 
Pa. P. S. C. —, decided May 18, 
1936; Pittsburgh Steel Drum Co. vy. 
Pennsylvania R. Co. 13 Pa. P. S.C. 
—, decided January 6, 1936. We 
therefore find, in accordance with the 
rule which we have applied in every 
reparation proceeding, except those re- 
lating to rates complained against 
prior to their effective date, that the 
period for which reparation can be 
awarded begins two years prior to 
June 14, 1932, the date of filing the 
original complaint, and extends to 
March, 1933, the month in which the 
last excess payment was made. The 
2-year period prior to May 12, 1933, 
the date of filing the petition for repa- 
ration begins May 12, 1931, and the 
2-year period prior to June 14, 1932, 
the date of filing the complaint begins 
June 14, 1930. 

We therefore find and determine 
that petitioner has paid to respondent 
excess charges of $12,410.78 for cer- 
tain water service received for the pe- 
riod from June, 1930, to March, 1933, 
both inclusive; therefore, 

Now, to wit, August 4, 1936, it is 
ordered: That Lewistown-Reedsville 
Water Company, respondent, pay to 
The Viscose Company within sixty 
days from date of service hereof, the 
sum of $12,410.78, with simple inter- 
est at the rate of 6 per cent per annum 
upon the individual amounts compris- 
ing the said sum from the several 
dates of payment thereof to the date 


of repayment. 
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PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Re Harry Kovler 


[Application Docket No. 31695.] 


Certificates of convenience and necessity, § 84 — Renewal — Effect of unsatisfied 
claim — Denial of liability by insurer. 
Renewal of a certificate authorizing motor carrier transportation should 
not be denied on the ground that the carrier has failed to satisfy a claim 
based upon accidental injuries sustained by a claimant, for which his in- 
surance carrier denies liability because of alleged cancellation for failure 
to pay premiums, where the operator in good faith has followed an estab- 
lished and an apparently approved practice of the insurance carrier with 
respect to instalment payments and has had no reason to doubt that he 


has provided for his legal liability. 


[October 19, 1936.] 
| gnrscnceg for approval of continued exercise of right and 
privilege of operating motor vehicles as common carrier; 
granted. 


By the Commission: Harry Kov- 
ler has applied for renewal of his cer- 
tificate authorizing the transportation 
of new upholstered furniture between 
points in Philadelphia, which other- 
wise would have expired by limitation 
on July 1, 1936. In accordance with 
the usual practice in such matters, due 
notice of the application was served 
upon truckers and rail carriers operat- 
ing in Philadelphia with information 
to the effect that it would be approved 
without hearing unless protests were 
filed on or before a specified date. 
No protests were received but disposi- 
tion of the application was deferred 
and hearing appointed because of re- 
ceipt of information that applicant 
failed to satisfy a claim based upon 
injuries sustained by a claimant aris- 
ing from an accident in which one of 
applicant’s trucks was involved and 
for which his insurance carrier denied 
liability. 

Rule 15 of General Order No. 29, 


provides that common carriers of 
property by motor vehicles in Penn- 
sylvania shall submit to the Commis- 
sion for its examination and approval 
public liability insurance policies for 
all trucks operated providing not less 
than $5,000 for injury to one person 
and $10,000 for injuries arising from 
one accident. 

This applicant, upon expiration of 
his former policy on July 10, 1935, 
secured one from the Pennsylvania 
Threshermen & Farmers’ Mutual 
Casualty Insurance Company through 
a broker, Kattleman & Company of 
Philadelphia. This policy was accept- 
ed by the Commission as compliance 
with its insurance requirements. 
Kovler was unable to pay the full an- 
nual premium in advance but agreed 
with the broker to make monthly pay- 
ments on the tenth of each month. 
For several months, or until February, 
1936, he fulfilled this agreement, On 
or about March 11, 1936, following 
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the customary procedure as a reminder 
when payment was overdue, he re- 
ceived a notice that the policy would 
be canceled ten days from date of the 
notice or about March 19th. On 
March 17th, he paid the broker the 
monthly premium with a check post- 
dated to March 25th, and was assured 
by the broker that the policy would not 
be canceled but would be continued in 
force. There is no denial of these 
facts by the broker who gave the 
check, drawn to the order of the in- 
surance company to its Philadelphia 
general agent, by whom it was en- 
dorsed and deposited to the credit of 
the company. On April 18th, Kovler 
made an additional payment of pre- 
mium. 

The first notice received by the ap- 
plicant that his policy was canceled 
was a letter of May 1, 1936, from the 


Philadelphia office of the company re- 
ferring to the concurrent return of 
two summonses in Mollie L. Friedman 
v. Harry Kovler and Gerson Brody v. 
Harry Kovler (court and docket num- 


ber not disclosed). This letter con- 
tained a statement that the accident 
out of which the suits arose occurred 
on March 21, 1936, and that, as the 
policy ceased to be in force as of 
March 19, 1936, the insurance carrier 
was denying liability. Upon receipt 
of this letter, Kovler purchased insur- 
ance with another company and for- 
warded a copy of the policy to the 
Commission in order to comply with 
the requirements of General Order 
No. 29 and thus retain his certificate 
of public convenience. 

The broker testified that it was the 
practice of the Pennsylvania Thresher- 
men & Farmers’ Mutual Casualty In- 
surance Company to accept “dated” 
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checks from Kovler and other as- 
sureds who found it impossible to pay 
the full amount of the annual pre- 
miums upon purchase of the policies, 
and that he was instructed to deliver 
such policies and collect monthly pay- 
ments just as he arranged to do with 
Kovler. He also testified that the lat- 
ter, on various previous occasions, 
gave him checks dated “two or three 
or fifteen days or eighteen days later.” 
His evidence was supported by testi- 
mony of a witness from the office of 
the general agent of the company in 
Philadelphia. 

We are of the opinion that the fail- 
ure of the applicant to satisfy the claim 
against him is not a sufficient basis to 
warrant refusal of the right to con- 
tinue to furnish the transportation in 
which he has been engaged for a num- 
ber of years. The Commission has no 
jurisdiction, however, over adjust- 
ment of such matters and the claim- 
ant must follow the prescribed proce- 
dure of the courts. 

There is no evidence of lack of good 
faith on the part of the applicant. He 
followed an established and an ap- 
parently approved practice of the in- 
surance carrier and had no reason to 
doubt that he had not provided for his 
legal liability for claims arising from 
accidents. When informed to the con- 
trary, he immediately provided a satis- 
factory policy. The Commission 
therefore finds and determines that ap- 
proval of the application of Harry 
Kovler is necessary and proper for the 
service, accommodation, and conven- 
ience of the public. 

The Commission deems it advisable 
to direct the attention of the insurance 
commissioner of the commonwealth 
of Pennsylvania to the practices de- 
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RE HARRY KOVLER 


scribed in this report whereby the reg- 
ulations adopted by the Commission to 
provide full protection to the public 
in matters arising out of accidents in- 


volving common carriers are nullified 
and for that purpose a copy of this re- 
port and order will be forwarded to 
the commissioner. 





MICHIGAN PUBLIC UTILITIES COMMISSION 


Re Detroit Edison Company 


[D-1282. ] 
Accounting, § 19 — Customer contributions — Transfer to earned surplus. 
The transfer to earned surplus of contributions made by customers, for 
extensions to lines in lieu of insufficient earnings, was approved with the 
understanding that in the consideration of rate matters such transfers would 
be included as income under miscellaneous operating revenues during those 
years in which the contributions were made. 
[July 30, 1936.] 
—— for ruling relative to propriety of transfer to earned 
surplus of contributions made for line extensions; transfer 
approved, 


By the ComMIssIoN: Request was 
made to this Commission by the De- 
troit Edison Company for a ruling as 
to the propriety of the transfer to 
earned surplus of contributions made 
by customers for extensions to lines 
in lieu of insufficient earnings. 

From information forwarded to 
this Commission, it appears that the 
company has accepted contributions 
from customers in consideration of 
the installation of line equipment to 
serve them under conditions where the 
revenue did not warrant the installa- 
tion without a contribution. These 
line extensions were made, and are be- 
ing made, into lightly populated ter- 
ritory under two plans: 

(a) Standard extensions paid for 
by customers: Where a proposed line 
extension will require an expenditure 
out of proportion to the revenue ob- 
tainable therefrom, the applicant for 
the service may elect (a) to build the 


line extension at his cost, according to 
the company’s specifications and sub- 
ject to the company’s inspection and 
approval and to provide suitable rights 
of way for the line; or (b) to employ 
the company to build the extension at 
his cost, payable in advance. In either 
case the company will own and main- 
tain the extension and will refund to 
the applicant, or his assignee, one half 
of the revenues from the said line 
extension from the time it was built 
to the end of the fifth succeeding cal- 
endar year; provided that the amount 
refunded shall not exceed the cost of 
the extension. If the customer elects 
to employ the company to construct 
the extension, the price shall be agreed 
upon in advance between them, and 
shall cover the entire cost of the ex- 
tension, omitting the cost of line 
transformers and of line sectionalizing 
devices which shall be furnished by the 
company. 
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(b) Farm line extensions: A farm 
line extension is an extension built to 
extend service to a farm or farms, as 
defined by the United States Census 
Bureau, under conditions such that the 
company’s standard low cost farm line 
construction may be used. 

The company undertakes to extend, 
at its expense and as soon as it rea- 
sonably can, its farm lines whenever 
service is required by prospective farm 
customers, provided that the custom- 
ers to be served therefrom shall con- 
tribute $500 per mile of line, less $100 
per farm customer connected at the 
time the line is built, and that they 
shall secure a right of way for the line 
off the highway on private property, 
and (where necessary) back of trees. 
For each additional farm customer 
not reckoned in the original count who 
is connected to the extension after it 
has been completed, and begins to take 
service therefrom, there will be re- 
funded to the signers of the extension 
agreement the sum of $60. No re- 
funds for additional customers will be 
made after the close of the fifth cal- 
endar year following that year during 
which the extension was built, and 
when refunds reach a sum equal to the 
amount paid to the company by the 
original signers, all refunding shall 
cease. 


It further appears that the company 
has also received from those custom- 
ers who have desired some special fa- 
cilities, such as an underground service 
in an overhead district, an under- 
ground service extending beyond the 
lot line, etc., contributions amounting 
to $252,634.39. 

The Commission has approved the 
above methods whereby contributions 
are required or accepted in order that 
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an extension of the company’s facil- 
ities may be justified under conditions 
that would otherwise make the exten- 
sion unprofitable and a burden on the 
other customers. It has also approved 
line extension policies of other com- 
panies in which the customers were 
required to guarantee to the company 
a monthly payment determined as such 
a calculated proportion of the actual 
or assumed cost of the extension as to 
make the extension self supporting. 
The result of the two policies, one a 
contribution and the other a guaranty 
of revenue, is the same, namely, an 
investment in physical assets by the 
company which would not otherwise 
be made. 

In the opinion of the Commission, 
the accounting practices of the utilities 
should reflect the similarity of purpose 
of the two policies and it appears to 
it that it is more practical to do this 
by expressing contributions in terms 
of revenue than it would be to at- 
tempt to express guaranteed revenue 
in terms of a contribution or credit to 
capital investment. 

The Detroit Edison Company re- 
ports that it has actually made trans- 
fers from Account No. 255, “Con- 
tributions for Extensions” to “Earned 
Surplus” as follows: 

December, 1932 


December, 1933 
December, 1934 


The Commission is of the opinion 
that the transfer is proper and should 
be approved with the understanding 
that, in the Commission’s considera- 
tion of rate matters of this company, 
such transfers will be included as in- 
come under miscellaneous operating 
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revenues during those years in which 
the contributions were made. 

Now, therefore, it is ordered by 
the Michigan Public Utilities Com- 
mission that the transfer of funds 
on the books of the Detroit Edi- 
son Company as set forth above be 


and the same is hereby approved. 

The Commission retains jurisdic- 
tion of the matters herein contained 
and will issue such further order or 
orders as the circumstances may re- 
quire, after due notice to the parties 
concerned. 
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Re Perth Amboy Gas Light Company 


Rates, § 186 — Burden of proof — Increase in minimum charge — Revenue de- 
crease. 
1. A gas utility proposing to increase the minimum charge while changing 
the consumption blocks, with a resulting total decrease in revenues, has the 
burden of establishing that the increase is just and reasonable, p. 61. 
Rates, § 187 — Sustaining burden of proof — Increased minimum charge — Total 
revenues. 
2. A mere mathematical calculation claimed to show that a proposed in- 
crease in minimum gas charge with changes in the consumption blocks will 
result in a decrease in total revenue received falls short of meeting the 
requirements of testimony as to the anticipated result of the changed rates, 
where the decrease is proposed in connection with the increase as an in- 
centive to consumers to use more gas with a consequent increase in revenue, 
p. 62. 


Rates, § 262 — Minimum charge — Costs covered. 
Discussion of a form of gas rate schedule containing a minimum charge 
and recognizing a three-fold classification of costs: (1) customer costs; 
(2) demand costs; and (3) consumption costs, p. 62. 
[October 1, 1936.] 
Ye agreeing by gas company for approval of amended rate 
schedule; application denied. 
¥ 


AppEARANCES: William M. Wher- 
ry, for the company; Harry S. Medi- 
nets, for city of Perth Amboy; A. D. 
Glass, for borough of Carteret; Leon 
S. McElroy, for township of Wood- 
bridge ; Sam Weiss as Associate Coun- 
sel. 


By the Boarp: [1] The proposed 
amended schedule, however viewed, 
effects an increase in rates. 

It substitutes for a minimum charge 


of 65 per cent which has been in effect 
for many years, a minimum charge of 
$1. 
While under it, bills for above 2,000 
cubic feet will be decreased and bills 
for 2,000 cubic feet will be unchanged, 
bills for 1,800 cubic feet or less will 
be increased. 

More than 60 per cent of those 
using the service of the company may 
be disadvantageously affected. 

The statute establishing this Board 
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imposes upon a utility increasing rates 
the burden of establishing that the in- 
creases are just and reasonable. 

It is the judgment of this Board, 
that on the record made before it this 
burden has not been borne by the ap- 
plicant. 

The increased minimum proposed, 
affecting all bills for 1,800 cubic feet 
or less, and more than 60 per cent of 
those served by the applicant, is sought 
on the ground that the now existing 
minimum charge is unjustly and un- 
reasonably discriminatory in favor of 
this group of customers and against 
the group taking larger volume. 

The present charge has been in ef- 
fect some fourteen years. The ground 
so assigned for the proposed increase 
carries with it the implication that 
over that period of time the applicant 
has, in violation of the statute, unduly 
discriminated in favor of one class of 
its customers and against another. 

The applicant in assigning this 
ground for the proposed increase rests 
its proposition upon a decision of this 
Board in Re Public Service Electric & 
Gas Co. made in 1929 (P.U.R.1929E, 
17). If the applicant’s broad inter- 
pretation of what was said in the 
course of this Board’s decision is 
sound, it follows that for six years 
since that decision, the applicant has 
kept in force rates which it knew, or 
ought to have known, were, in the 
judgment of the Board, unduly dis- 
criminatory. 

In such a situation the burden 
which the statute casts upon the appli- 
cant should be fully borne. 

Particularly is this so when, as 
here, the increase is proposed to be 
made, in a period of financial depres- 
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sion and in an area in which the ef- 
fects of the depression have been 
severe in the extreme. 

That the decision in the Public 
Service Electric and Gas Case approves 
a form of schedule which recognizes 
a three-fold classification of costs: 
(1) Customer costs, or those which 
vary directly with the number of cus- 
tomers; (2) demand costs, varying 
with the total demand which a custom- 
er may take; and (3) consumption 
costs, which vary with the number of 
units actually consumed by the cus- 
tomer, is apparent. 

Where a schedule in such form is 
offered and increases in certain rates 
and decreases in others are proposed 
to be effected, the proof as to cus- 
tomer costs, demand costs, and con- 
sumption costs, and the items making 
up these various costs should be speci- 
fic, detailed, full, and complete, and 
testimony as to the probable effect of 
the changes upon gross and net re- 
turn should be produced. 

[2] The testimony here produced as 
to the various classes of costs is gen- 
eral, meagre, undetailed, and incom- 
plete and far from satisfying. 

A mere mathematical calculation 
claimed to show that the proposed in- 
creases and decreases will result in “a 
decrease in the total revenue received 
by the company of $4,170” falls short 
of meeting the requirements of testi- 
mony as to the anticipated result of the 
changed rates, where, as here, the de- 
crease is proposed, in connection with 
the increase, as an incentive to con- 
sumers to use more gas with a conse- 
quent increase in revenue. 

To avoid misunderstanding the 
Board now notes that it is not its un- 
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derstanding that the decision in the 
Public Service Electric & Gas Case, 
supra, stands for the proposition that 
irrespective of conditions, a schedule 
other than in the form there approved 


violates the statute and effects undue 
discrimination. 

These considerations lead to disap- 
proval of the proposed amended sched- 
ule. 





MICHIGAN PUBLIC UTILITIES COMMISSION 


Re Edison Sault Electric Company 


[D-2962.] 


Rates, § 351 — Electric — Residential — Combined cooking and lighting. 
1. A combination electric rate for residential cooking and lighting was 
approved as an optional rate for existing customers but as the exclusive 
rate for taking on additional cooking customers, where existing residential 
service was available under separate schedules requiring two meters with 
increased investment cost to the company and to the customers, p. 63. 
Rates, § 255 — Optional schedules — Advising customers as to advantages. 
2. An electric company, upon authorization to put in effect a combination 
rate for lighting and cooking optional for existing customers taking service 
under schedules requiring separate meters, was directed to study the 
accounts of existing cooking customers, and in those cases where the new 
rate would be more favorable than the present rate to bring its advantages 
to the customers’ attention for the purpose of eliminating two-meter custom- 
ers, p. 63. 
[August 10, 1936.] 
| eae pty by electric utility for approval of combined lighting 
and cooking rate schedule for domestic customers; petition 
granted. 


- 


By the Commission: On July 30, 
1936, the Edison Sault Electric Com- 
pany filed with this Commission a pe- 
tition requesting approval of the put- 
ting into effect of a combination 
schedule for full residential service 
through one meter which will be ap- 
plicable to residential customers of the 
company in the city of Sault Ste. 
Marie where the entire cooking service 
of the household is by electricity. 

[1, 2] It is shown by the petitioner 
that at the present time residential 
electric service to the city of Sault Ste. 
Marie is available under three separate 
schedules, one applicable for residen- 


tial lighting and known as Schedule 
“A”; one applicable for cooking with 
no restrictions as to load limit and 
known as Schedule “K”; and one ap- 
plicable for cooking with a load limit 
clause and known as Schedule “S.” 
With this arrangement electric service 
to those customers doing electric cook- 
ing requires two meters which has re- 
sulted in increased investment cost to 
the company and to the customers. It 
is also true that some irregularities 
have occurred in connecting the prop- 
er load to the proper meter. 

It is now desired to put into effect 
a rate upon which residential custom- 
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ers doing their entire cooking with 
electricity can receive all of their elec- 
tric service for all purposes. A study 
of this proposed rate discloses that the 
cost of electrical energy under it will 
be approximately the same or a little 
less than the cost under the present 
rates for those customers using in the 
neighborhood of 30 kilowatt hours 
per month on their schedule “A” or 
lighting meter. Customers now using 
less than 30 kilowatt hours per month 
will not derive any material benefit 
from the new rate and for that reason 
it is proposed that the combination 
rate be made optional at least for the 
present, so that existing customers 
may continue to receive service under 
the present rate, if it is to their advan- 
tage to do so. 

In view of the fact that a customer 
having a normal lighting load will be 
benefited under the proposed rate, and 
that service through two meters as 
now required compels the customer to 
supply separate electrical circuits and 
in general is more unsatisfactory than 
through one meter, the Commission is 
of the opinion that the proposed com- 
bination rate should be approved as an 
optional rate for existing customers 
but as the exclusive rate for taking on 
additional cooking customers. The 
company should study the accounts of 
the existing domestic cooking custom- 
ers and in those cases where the new 
rate is more favorable than the pres- 
ent rate, the advantages should be 
brought to the customers’ attention 
for the purpose of eliminating the 
two-meter customers within a reason- 
able time. 

Now, therefore, it is ordered by the 
Michigan Public Utilities Commission 
that the following combination sched- 
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ule for full residential service through 
one meter be and the same is hereby 
approved effective as of August 15, 
1936, in the city of Sault Ste. Marie 
for those domestic customers doing 
their entire cooking with electricity. 


20 kw. hr. or less per month, $1.00. 
Next 30 kw. hr. per month, 44¢ per kw. hr. 
Next 50 kw. hr. per month, 3¢ per kw. hr. 
Next 150 kw. hr. per month, 2¢ per kw. hr. 
All over 

250 kw. hr. per month, 14¢ per kw. hr. 


Discount—None. 

Minimum monthly bill—$1.00. 

Minimum yearly bill for resort customers— 
$15.00 a year, payable in advance. 

The above schedule shall apply to all 
cooking service accounts connected 
after the effective date of this sched- 
ule, and shall be optional to residential 
customers now being served under 
separate lighting and cooking sched- 
ules. 

It is further ordered that the peti- 
tioner shall promptly change the avail- 
ability clauses of the Regular Power 
Service Schedule “A”’ and the “Home 
Service” Schedule “S’” so that these 
rates are not available for new domes- 
tic cooking accounts after the effective 
date of this order. 

It is further ordered that the Edison 
Sault Electric Company shall prompt- 
ly amend its rate schedule in con- 
formity with this order and the rules 
and regulations of this Commission. 

As the rates hereby approved con- 
stitute a voluntary reduction, approval 
is not to be construed as an approval 
of the reasonableness of the charges 
involved. 

The Commission retains jurisdic- 
tion of the matters herein contained 
and will issue such further order or 
orders as the circumstances may re- 
quire after due notice to the parties 
concerned. 
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ou Can Save Stacks 


NCAN IRON 


@ Replacement of rusted-out sheet 
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metal parts—stacks, tanks, roofing, 






siding, ducts—cost money—in 






amounts which stack up year after 






year into enormous figures. 










Much of this waste—this expense—can be eliminated 


—and in a very simple manner—by using Toncan Iron 
























ed- for all sheet metal parts wherever corrosion causes 
tial ; : 

early failure of ordinary ferrous materials. 
der 
ed- Toncan Iron resists rust and corrosion—because it is 

an alloy of refined open-hearth iron, copper and 
= - 
- molybdenum. Its resistance to rust is greater than that 
All- er aye : 

of any other ferrous material in its price class. It costs 
ver 
me slightly more than ordinary sheet metal, but the extra 
ase life it affords more than pays the difference. 
eS- . . . : 
: Toncan Iron is economical in another way, too. It is 
ve : 

soft, ductile and easy to work. Sheet metal shops 
- report substantial savings in fabrication costs. 
t- If you would like to know more about this cost-cutting 
a sheet metal and how it is saving “stacks of money” 
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for most every type of industry, write today for a 






free copy of the booklet, “The Path to Permanence.” 
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REPUBLIC 
DEGREE OF CORROSION - RESISTANCE — 
PLAIN CARGON STEEL. COPPER - BEARING 
STEEL, COPPER -BEARING IRON, TONCAN 
COPPER MOLYBDENUM IRON AND 
EMDUROS STAIMLESS STEEL. 


When writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF. 
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PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES . 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. — 
SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York ' 











DAVEY LINE CLEARING SERVICE 
No NEW RESOLUTIONS 


All our resolutions are old ones—time tested, 
For many years we have been resolved to 
give you a better kind of line clearing serv. 
ice, one that is: 


@ Economical 

@ Quickly Available 

@ Fully Effective 

@ Liked by Tree Owners 
Our basic purposes remain the same. But 
refinements in technique are constantly be- 
ing made. Your tree interference problems 
are in capable and experienced hands when 


you entrust them to Davey men. Would you 
like to have a Davey representative call? 


THE DAVEY EXPERT CO. KENT, OHIO 
DAVEY TREE SURGEONS 





Hook Them 
Up This Mod- 
ern Way... 


USE DOUBLE SEALS FOR ECONOMY AND 
TIGHTER COPPER CONNECTIONS 


Smaller copper tubing will do the job so much better than larg 


heavy, iron pipe. 


Fewer fittings are needed, for smooth coppe 


tubing bends replace many fittings. BUT MOST IMPORTAN 
IS THE JOINT ITSELF. Double Seals provide the stronges 
method of joining copper tubing. They are copper to copptt 
with no sealing agent required. They will stay tight despit 
severe pull, twist, They are approvel 
bend, vibration vacu- by Underwriters’ Lab 
um, freeze and heat oratories. Write 


stresses, 


HAYS MFG. CO, 


details. 


ERIE, PENNA. 
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The letters which identify Aluminum Cable Steel Reinforced 
wand also for an engineering service which works shoulder to 
shoulder with transmission engineers to achieve maximum 
economy with highest standards. Aluminum Company 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


ALCOA-ALUMINUM 
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What are the FAC 
ov ELECTRIC RANGES 
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phn, 
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| 
| 


My 





{| Standard copper construction meth- 
ods, with the added economy of long 
spans and greater safety, mean low first 
cost and low future maintenance costs. 


| Thousands of miles of Copperweld- 
Copper Conductors are in service on 
rural lines throughout the country, under 
all conditions of loading. Their econ- 
omy and dependability have been 
proved. 


COPPERWELD STEEL COMPANY 


GLASSPORT:--- BA. 











OW long do different makes of 

range take to boil two quarts 
of water? What is the heat loss 
from the oven when roasting a leg 
of lamb? Will the surface units of 
the ranges you sell or recommend 
show satisfactory life? An E. T. L. 
Test Report will answer these and 
many other questions. 


For forty years now, Electrical 
Testing Laboratories has been serv- 
ing utilities, helping them to know by 
test about the products they buy, use, 
sell or service. They tell us that 
this has actually brought savings in 
operation. May we help you? 


Write for a copy of the new book- 
let which explains our services. 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Aver 


AT . 
| ae | 
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January 7, 1937 


A. this series of 1936 messages draws 
to a close, we wish to extend to our many 
friends in the field of public service 
cordial good wishes for a Happy and 
Prosperous 1937! 


Yennsylvania Transformer Company 
1701 Island Ave., N. S., Pittsburgh, Pa. 
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DIRECT ACTIO 


POWER IN THIS 
RISB THREADER 
GOES STRAIGHT 
from HAND to HANDLE 
to HEAD to DIES. 








No lost motion, no zig-zag 
transmission of power in 
this new RIPAID Poste 
Threader. Drive is direct, 
handle to head to chasers, in 
a straight line. 





No. IR, I" to 2", separate You can see at once the ad- 

chasers for each size, inter- vantage of that. No cocking 

changeable — and they fit or wabbling, but firm strength 

al precision, making for absolutely accure 
threads. 


Posts carry no load—they simply taper the threads, 
as they should. They're full-floating and so is the 
plate that holds them. Extra-heavy, they protect 
the whole tool in rough handling. Not riveted, 
they're easy to replace. 


With enclosed chaser locks, new thumb lever rat- 
tal sie Diascdliciaaind chet control and semi-automatic one-screw work- 
sie Jl pel Pai holder, it's a tool you can't match for satisfactory 


No. |, solid die with two Service. 
handles. Capacity |" to 2", At your Jobber's. 


4 sets of chasers. THE RIDGE TOOL co., ELYRIA, OHIO 





Reduce your wrench repairs fully 75%, 
with this remarkable guaranteed 
RIZAID pipe wrench. 
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SIMPLE, ISN‘T IT? 


The triangular wedge formed by 
the tang and V-Bottom collar, 
which forces the wire into a solid 
mesh— 


NO set-screw contact. .. 

NO flattening or separating of wires... 
NO limitation to one size wire. . . 

NO shearing effect whatsoever. . . 
NO special tools required to make 


connection. .. 


NO need for you to search any longer for the 
PERFECT solderless connector—WE HAVE 
IT! 
FREE! A large display board, containing 
mounted samples of ILSCO lugs. Sent 
upon request. Address Dept. UF. 
ILSCO COPPER TUBE & PRODUCTS, INC. 
5629 Madison Rd. Cincinnati, Ohio 





CONNELLY 


60 Years Service to the Gas 
ndustry 


CONNELLY PRODUCTS 


Iron Sponge—Ready Mixed and Iron 
Oxide Ore—Unmixed 
+ 
Governors—For Station, District Service 
and Appliances 
+ 
Back Pressure Valves and Gas Screens 
+ 
Caloroptic BTU Indicator with or with- 
out Alarm and Signal System 
+ 
U-Gauges and H2S Testers 


©Oonpellu 


dron Sponae ey Governor Go. 


Ghicago, Tll. Elizabeth. N.d. 








et hie 
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¢ Stowe Stokers burn the entire range from 4 
or 5% ash Pocahontas to the high ash coal from 
west of the Mississippi River. They give you 
greatest possible control over fluctuating mine 
prices—and changing freight rates—enable you 
to burn the coal natural to your location. There 
are other factors too that recommend Stowe 
Stokers for your service. Full details on request. 


THE JOHNSTON & JENNINGS CO. 
977 Addison Rd. Cleveland, Ohio 
Engineering and Sales Services in the Principal Cities 


eRe 
ui aan BURN ANY COAL 


A battery of four Stowe Stokers 
burning cheap midwestern coal—at 
high efficiency. 

s 
Catalog No. 10 gives full details—is 
complete with 14 diagrams—20 illus- 
trations. Send for one. 
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Ready for QUICK Heating - 


Those annoying COLD SPOTS are quickly put out of business when you 
direct the warm air from a BREEZO-FIN Unit Heater at them! 

And Breezo-Fin Heaters are easy to install, too. They come in a good 
range of sizes, are efficient, quiet, sturdy. They have no “pockets,” no short 
tubes, no “multi-joint” construction in the coil, hence no coil trouble. 

They are ready for stock shipment. 


BUFFALO FORGE CO., 444 Broadway, Buffalo, N. Y. 
In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 


‘Bali? Unit Heaters 
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Designed 
for Electric Ranges 























AltuminuM 
\ Ware 


Emphasizes the Advantages of Electric Range Cookery 


This beautiful matched set is made of triple thick aluminum. 
Its wide flat bottoms, correct diameters, straight sides, 
and Flavo-Seal covers result in high thermal efficiency. 


New Features For Electric Range Promotions 
. High heat-resisting rectangular Bakelite This set is smart, new, and modern in design. 
handles on skillet and sauce pans. Will not Its beauty and cooking advantages on an elec- 
turn, loosen or char. Can be used for oven tric range make it ideal for use in electric 
cookery with heats up to 350 degrees. range promotions. Set consists of a 5 quart 
. Flavo-Seal covers retain food's flavors and D os P sonia q 
ochenil tikanied dadithiae: utch oven with trivet; 2, 3, and 4 quart 
. The Dutch oven has high heat-resisting Bake- covered oonee Ponet. and an 8 gauge !0 inch 
lite side handles and cover knob. Can be covered skillet or chicken fryer. 
used in the oven with heats up to 450 degrees. . . 
. Made of triple thickaluminum--distributes heat Complete Recipes and Instruction 
uniformly and quickly without burning contents. A 23 page — booklet, especially _ 
- Flat bottoms on all utensils fit over units pared for electric range kery, P s 
snuggly and economize on current. each set. Write for your copy. 


WEST BEND ALUMINUM COMPANY 


Dept. 66 West Bend, Wisconsin 
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PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Retum 
valves protect lives anj 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 


line breaks. 


Perfect water level con- 
trol assured by the Allti- 
tude control Valve... 
the most efficient and 
dependable automatic 
valve for tanks, stand- 
pipes and reservoirs. 


Ask for your copy of catalog for our com- 
plete fag of emetic yp bene valves 


Golden-Anderson Valve Specialty Co. 
1380 Fulton Bldg. Pittsburgh, Pa. 

















For Telephone, Control Bus and All 
4 e Stationary Services 


OR more than forty years the unequalled de- 

pendability, power and life of the Exide 
Chloride Battery has made it the choice of tele- 
phone, power and railroad companies—not in this 
country alone but throughout the world. 


The Exide Chloride is but one of the great 
family of Exide Batteries that are designed for 
specific purposes. However it is the one battery 
which, by reason of its unusual construction— 
and consequent superior performance—is most 
strongly recommended by us to the utility com- 
panies for stationary service. 


CHLORIDE We'll be glad to send you more complete de- 
tails about this exceptional battery on request, 
BATTERIES or to help you solve any other battery problem. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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THE MERCOID SWITCH 
ELIMINATES ALL 
CONTACT TROUBLE 


CONTROLS ARE THE MOST IMPORTANT 
UNITS IN ANY TYPE OF AUTOMATIC HEAT- 
ING OR AIR CONDITIONING EQUIPMENT 


If the controls cease to function or fail to operate 
correctly, the whole equipment follows suit. ¢ It 
is obvious that the better the controls, the better 
the performance of the equipment. « The Mercoid 
Corporation has steadfastly adhered to the policy 
of making only the highest grade of controls. 
The quality was never sacrificed for price. 
THE MERCOID SENSATHERM 
illustrated above, is outstanding for its sensitivity 
and reliable performance. There are many thou- 
sands of these thermostats in service over a long 
period of time, and all are giving complete satis- 
faction. e Further details of the Sensatherm as 
well as on all other Mercoid Controls, contained 
in Catalog No. 100-PA. Write for a copy. 





THE MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-PA TO: 
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Style Bar-S All Weather Binder 
FOR METER READING 


Write us for circular and details. 


Send sample of your sheet for prices 


on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 


10-16 Logan Street, S. W. 


GRAND RAPIDS, MICH. 














EFFICIENCY 
ACCURACY 
ECONOMY 


IN THE OPERATION of any 
power plant, whether steam or 
water, ECONOMICAL opera- 
tion is dependent on the EFFI- 
CIENCY of all units. 


SIMPLEX METERS, in accurately 
measuring water input and steam 
output, provide a permanent and 

CURATE check on plant ef- 


ficiency. 


LET SIMPLEX ENGINEERS help 
you to produce power with great- 
er economy. 


SIMPLEX VALVE & METER CO. 
6761 Upland St. Philadelphia, Pa. 











\ 
\ 





fen i @. + 

Cat. No. W-71-B 
One word—protection—sums up the qualities of 
this weatherproof folded construction meter 


Aluminum or rust-proofed steel—l to 4 gant. 
Write for details. 


WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 
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... FLAWLESS GLASS with 
RASS BUSHING—//e IDEAL 275u/ator 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
MSs full-length insertion—and safeguarding against 
fer tneciotraie pin expansion. Its many all-around advantages 
2. Greater mechanical strength. clearly point to the brass bushed Hemingray 
3. Sustained high dielectric strength. as the ideal insulator for low-cost distribution 
4 Unetioced Sy erneey Memper- service. All styles in clear and brown color. 
ature changes. a : 
5, Withstend : méximem Inevioter Ratings up to 15,000 volts. Write for des- 
pin expansion. criptive bulletin . . . Owens-Illinois Glass 


6. Never age or deteriorate. Company, Hemingray Division, Muncie, Ind. 
7, Controlled uniformity of product. 
8. All surfaces impervious to 


We toestcne oidacscee rough | Fl t= M { N G RAY 
Gla 


When you “line up” with 
HEMINGRAY you line up 
these Advantages: 





handling. : 
10. Clear and flawless for easy in- 


i at INSULATORS 
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HYGRADE LAMP BULBS 


BUILD LOAD 


Over seventeen million incandescent lamps, eighteen million 
radio tubes sold during 1935 in this country were Hygrade 
Sylvania made. As the third largest manufacturer of incandey 
cent lamps, and second largest of radio tubes, Hygrade-Sylvania 
products are efficiently consuming an important part of the totd 
current sold by public utilities the country over. Many of thes 
lamps and tubes are helping to build load on your lines. 


When you are buying lamps (multiple or series) for street ligh 
ing, Hygrade-Sylvania Corporation deserves your consideration 
Hygr ade Lamps offer you the opportunity to make definite econ 
omies in street lighting costs without the slightest sacrifice a 
quality. Let us prove it with facts and figures! 


SPECIALISTS IN 
STREET LAMPS 
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© 1936, HYGRADE SYLVANIA CORP., 
akers of SYLVANIA Set-Tested RADI 10 TUBES 
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The Mountain Comes 
To Mohammed 


E realize that most merchants do not have the opportunity 
Wi visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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AND A WATER HEATER 
Is NO BETTER THAN ITS 


Th e~mosta t/ 


S THE lens is to the camera, so is TITAN Controls with confidence; 
the thermostat to an Automatic They are available for any size of 
Water Heater. Upon its reliable action heater, from the smallest to the 
depends the success of the heaters you largest. 
sell, and upon that success depends an 
important part of your revenue. 


Why take unnecessary chances? Put 
your faith in TITAN Snap Action Ther- 
mostats. They have “Delivered” for 
years under the most diversified condi- 
tions, with all types of gas. They are 
sensitive, rugged and trouble-free. They 
are furnished on the majority of Aut 
matic Storage Heaters approved by the 
American Gas Association. 


“TITAN” on a thermostat means 
long, service-free operation. Specify 





THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 
E. 32nd Street & Perkins Ave. Cleveland, Ohio 
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”» DUM MASONOC WILL 
CUT YOUR RESTORATION COS 


lot a Paint... but a Self-Healing, Crack-Bridging Weatlh 


roofing in colors... with a 25-Year Backgrou 


flexible coating, 30 times as heavy as 
int, which heals its own surface in- 
ries—that’s the kind of protection 
UM DUM MASONOC offers any 
asonry surface. And that kind of 
otection means the end of mainte- 
nce trouble and expense. 


‘ested In All Climes 


1912, DUM DUM MASONOC was 
plied to the exterior of a Gulf Coast 
»tel. Today, after nearly 25 years of 
rrential rains and violent weather, 
e DUM DUM coating and the ma- 
ary itself are in excellent condition. 
Since then, hundreds of mainte- 
nce men have tried DUM DUM and 
ind it to be unequalled in the pro- 
‘tion it offers any above-grade ma- 
ary surface ... and in the decorative 


Basieally New In Prineipl 


DUM DUM MASONOC is a 
semi-plastic decorative weather- 
proofing material which, when 
applied according to specific 
directions, forms a tough, pro- 
tective, rubber-like coat. This 
rubber-like film is an absolute 


seal against the elements, | 
under-surface remains gli 
indefinitely. It bonds itself 
masonry, bridging and {ili 
the fine cracks and po 
forming a perfect protecti 
coating. 


Only DUM DUM MASONOC Offers 
All Four of These Essential Qualities 


Heavier Coat. DUM DUM applies 15 to 20 
times as thickly as paint. 


Longer Life. DUM DUM’S under-surface re- 
mains pliable and alive indefinitely. After 20 
years it still can be easily indented with the 
thumb-nail. 


3 Better Protection. DUM DUM’s surface film is 


so dense that it does not “breathe” nor permit 


ects afforded by its attractive colors. 

our files are scores of unsolicited 
ters testifying to the time and 
mey saved through the use of DUM 
JM MASONOC on all types of ma- 
ary and under all sorts of trying 
ather conditions. 


moisture to penetrate. 


No Deterioration. DUM DUM “self-heals” its 
own surface breaks, as your skin heals itself. 
(The under-surface hardens where exposed.) 





Send for descriptive li on this 


iG 
. 
A 


ly different 


weatherproofing which has saved thousands of dollars 


Sor its users. 
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HEY PULVERIZERS 


im Central Stations 





lant after plant in the Public Utility industry has swung to Riley 
ulverizers . . . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. ... Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Til. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co, 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Operating Reports Forms 

Financial Statements Requests for Bids 

Bulletins Contracts 

Service Orders Payroll Records 

Specifications Time Sheets 

Rate Schedules Blue Prints 

Work Orders Instructions 
Light and Power Statistics 
Drawings and Sketches 


Ditto requires no stencil, no type, no carbon. 

It copies anything typewritten, handwritten 
or drawn, in as many as eight colors, direct 
from the original in one operation. Any size 
sheet may be reproduced from a small label to 
a large form 20 x 34 inches; any weight or grade 
of paper may be used. Copying errors are im- 
possible because Ditto copies are photographi- 
cally correct. If your office work requires quick, 
accurate copies of any of the above listed 
operations, it will pay you to investigate Ditto. 


Free! 


Write for our book 
“Copies — Their 
Place in Business’’. 
It tells how Ditto 
will save money 
in your business. 
No obligation. 


Ditto, Ine. 


2254 West Harrison Street 
CHICAGO, ILLINOIS 
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* Frictpaire * 








* Frigidaire is ready to win new 
laurels .. . set up new sales rec- 
ords . . . and again make the 
Frigidaire utility franchise the 
most valuable in the industry. 
Not by coasting on past successes, 
but by striving with increased zeal 
and energy ... fighting with new 
and more powerful weapons. . . 
using fully the experience gained 
during the great year just passed! 

During 1937, Frigidaire will 
step-up its already fast pace with 


* 


TO WIN UTILITY APPROVAL 


* 


SWINGS INTO 1937 


WITH A GREAT NEW PROGRAM THAT IS CERTAIN 





a new selling strategy that will 
help build load ... with a new 
product incorporating startling 
new features that will increase 
customer good-will . . . and with 
forceful advertising geared to 
utility problems. 

Without boasting, we can say 
to far-sighted public utilities, now 
completing their own merchan- 
dising programs, that an associa- 
tion with Frigidaire in 1937 will 
be extremely valuable. 


FRIGIDAIRE DIVISION 
General Motors Sales Corporation 
Dayton, Ohio 





aw 
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YOU WILL DO STILL BETTER WITH FRIGIDAIRE IN ‘37 
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e = 7 77 TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Water-Cooled 
om by 4 ASH HOPPERS 
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You can follow the load ! 


A significant advantage of the Taylor Stoker 
is its ability to respond promptly to sudden 
changes in steam demand. Turn on more 
air, the steaming rate leaps upward, fed from 
heat stored in the thick Taylor fuel bed. In 
tests at one station the steaming rate jumped 
from 25,000 to 260,000 pounds per hour in 
seven minutes. 85,000 to 260,000 pounds 
at arother—in fifteen minutes. Another... 
from zero evaporation to seven pounds per 
square foot per hour in two minutes. In one 
plant 400 to 1600 boiler horsepower in one 
minute. In one of the world’s largest cen- 
tral stations from 100 to 765% rating in four 
minutes! 
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Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly 


ake 


Addressing—Recording — 
Tabulating and Statistical 
Machines 
e 











Special equipment for Public Utilities, from the 
smallest to the largest, to meet simple or exact- 


ing requirements. 


A new system, using rubber plates for printing 
gas, electric or water bills on postal cards, will 





be of special interest to utilities using a post- 


card billing system. 


Information on any equipment in which you 
may be interested will be gladly sent upon re- 
quest without obligating you in any way. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
175 Albany Street, CAMBRIDGE, MASS. 


Sales and Service Offices in all Principal Cities 
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AS PLAIN AS 


The Reliance Prismatic 
Water Gage 


If you can tell black from white, you get 
your answer when you glance at this Reliance 
Prismatic Water Gage on your boiler. It 
would be hard to make a clearer, sharper- 
reading gage. 


And it’s especially safe. The glass is heat- 
treated so it can’t shatter. But more im- 
portant is the Reliance method of clamping, 
like the grip of fingers of a powerful hand, 
tight but without strain, preventing this 
common cause of 

breakage. 


This prismatic gage is 

for pressures to 450 

pounds. On oil re- 

finery tanks, ammonia 

reservoirs, all sorts 

of hydraulic system 

tanks, it’s good for 

1,000 pounds pressure 

if not over 500 de- 

grees F. Recom- 

mended for liquids 

that must not be 

spilled. 

It’s the answer to 

many tough liquid- 

level problems. Write ic, easily inserted 
in any set of liquid 


for complete informa- level valves instead 
tion. of tubular glass. 


Reliance Prismat- 


The Reliance Gauge Column Co. 
5930 Carnegie Avenue 
Cleveland, Ohio 


Reliance 


WATER COLUMN HEADQUARTERS 











INSULATORS 
V 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 





Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 

















© 


Reserved for 


a 


MSA Advertiser 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





TY 7, WR onuary 7, 1937 


Public Utilities Fortnightly 





the 


t in- 


men | 
und 


From the Early Period 
of the Telegraph tothe present 
remarkable development inthe field of Electnicity 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable and 
permanent insulation known 


THE KERITE Wiseeére COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
one 
QR os 
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7GREATER VALUE 





Longer Life- DRY ct 
ge <f 
Bdosl... 


BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR” — for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 
light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary 


for satisfactory ignition service, it gives longer heavy service life and longer 


light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 





NATIONAL CARBON COMPANY, Inc. 


ucC 
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EMPLOYEE Data 


for the 
SOCIAL SECURITY 
PROGRAM 


automatically obtained 


NTERNATIONAL Electric Bookkeeping and Account- 

ing Machines have earned wide acceptance in payroll 
methods and procedures. Through the use of these mach- 
ines, utility management can automatically obtain accurate, 
detailed employee data. 

The punched cards form a dependable source of informa- 
tion from which records and reports can be tabulated at 
any time. Only necessary data need be shown—non- 
essential or confidential information can be eliminated from 
the state reports. The same source records provide a basis 
for future studies of employment experience. 

The International Electric Bookkeeping and Accounting 
Machine method also brings accuracy and greater speed to 
such functions as Billing, Inventory, Operating Statements, 
Accounts Receivable and many others. Your local IBM 
representative will be glad to explain this modern method 
to you. Get in touch with him today. No obligation. 


INTERNATIONAL Ie Ne MACHINES CORPORATION 


GENERAL OFFICES: BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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Star Brass 
Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
“‘Non-Corrosive” Pressure and Vac- 
uum Gages—Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages— Gage Cocks 
Whistles 

New York 
Pittsburgh 
Chicago 
San Francisco 
Buffalo 
Cleveland 
St. Louis 
Shreveport, La. 
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Now Ready 
USA|ITE | 
“INDUSTRIAL 
CELLS” 


To give you far aur de- 
pendable service ou 
had before the he 
USALITE Industrial 


Bureau of Standards gocetieations « oot for 400 min. 
utes to os 0.9 volt cut-off. No. 1095 will give over 
80% of its service above the 1 volt cut-off,—mor 
than double the specifications of U. 8. B. 0. 
“25 years of knowing how’’ is back of the pee: nd. 
ability of USALITE Products, laboratory tested ani 
_ ected. Expert supervision assure longer life 
uniform quality. 1095 USALITE has captured 
the demand of Railroads, Chemical, Powder, Oil 
-—s ons Companies, Utilities and Coal mines every- 
where 
We'll ‘te glad to send you FREE samples of 1095 
cell for inspection and trial tests. Write today! 


UNITED STATES ELECTRIC MFG. CORP, 


222 West 14th St. New York 
CHICAGO— 323 West Polk St. 





VULCAN SOOT BLOWER CORPORATION 


CDu Bots 


C Pennsylvania 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








anuary 7, 1937 Public Utilities Fortnightly 











With the same equipment and labor there are just two 
ways to increase output—better planned production 
and better planned application of power to machines. 
Maybe you can’t further improve your planned pro- 
duction. But you can increase output by applying 
Modern Group Drive principles to your power trans- 
mission methods. For, where planned production has 
been developed to the highest degree in the best plants 
in America, Modern Group Drive steps up output. 


Modern Group Drive is designed for output—your 
output. This new, more efficient system of power appli- 
cation combines the best features of the two older sys- 
tems (individual motor drive and lineshaft drive) and 
puts them in the right places in your plant. Properly 
applied, Modern Group Drive increases production and 
cuts costs. 


























(Excerpts from Power Transmission Council’s January advertising 
in Business Week and other business publications.) 


POWER customer who correctly applies the 

Modern Group Drive principle to his power 
ransmission problem becomes a better satisfied and 
nore profitable customer of the utility because the 
ost of power delivered to his machines is reduced. 
ligh power-factor operation increases the net rev- 
mue yield to the utility per kw. hr. billed. Other 
Modern Group Drive economies - lower installation, 
pperating and maintenance costs - helps the customer 
o make a profit. Your co-operation in speeding up 
hese objectives will be welcomed. 


A 


POWER TRANSMISSION COUNCIL 
75 STATE STREET ° BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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National Association of Railroad 


and Utilities Commissioners 


NEW PUBLICATIONS 
ADVANCE NOTICE 





1936 Revision 


UNIFORM SYSTEM OF ACCOUNTS FOR ELECTRIC UTILITIES 
(Class A, B, C and D) $2.00* | 
UNIFORM SYSTEM OF ACCOUNTS FOR GAS UTILITIES (Class A and B) $2.00* 
(Manufactured and Natural Gas) | 

Above publications prepared by Committee on Statistics and Accounts of Public Utility 

Companies of the National Association of Railroad and Utilities Commissioners; recom- 

mended by the Association for consideration and adoption by State Commissions. 

Available January, 1937. 

ANNUAL CONVENTION PROCEEDINGS (1936) N. A. R. U. C. $6.00 

Held November 10-13, 1936. Available February 1937. 
Subjects Discussed: 

Report of Executive Committee Recommending Adoption of Uniform System of Ac- 

counts for Electric Utilities and Gas Utilities. 

Report of Committee on Statistics and Accounts of Public Utility Companies. 

Transportation, with Special Reference to the Regulation of Motor Vehicle Carriers. 

Proposed Uniform System of Accounts for Motor Carrier Companies. 

The Regulation of Electric Utilities. 

What the State Commissions are Doing. 

The Regulation of Telephone Companies. 

As well as other important and interesting subjects. (Edition limited.) 

Convention Proceedings of 1932, 1933, 1934 and 1935 are also available. 

COMMITTEE REPORTS: 

The following reports, which will be incorporated in the 1936 Convention Proceedings, are 
now available in pamphlet form. 

Report of Committee on Public Utility Rates (44 pages) 

Per copy — $ .85 
25 copies — 20.00 
50 copies — 35.00 
Report of the Special Committee on Progress in Public Utility Regulation (38 pages) 
Per copy — $ .85 
25 copies — 20.00 
50 copies — 35.00 

Chart, 17x22, entitled “Recent State Legislation Affecting Public Utility Regulation, 

Prepared by the Committee on Progress in Public Utility Regulation.” 
Single copy—$ .75 
25 copies —15. 

Mimeographed report, 8 pages, entitled “Total Annual Savings from Rate Reductions by 
Privately Owned Utility Companies as Reported to the Special Committee on 
Progress In Public Utility Regulation by the +y Public Service Commissions.” 

Per copy — $3.50 
25 copies — 31.00 


CURRENT PUBLICATIONS 


DEPRECIATION—A Review of Legal and Accounting Problems $1.85 
By the Staff of the Public Service Commission of Wisconsin. An expert analysis of the 
outstanding depreciation problems and principles now confronting public service corpora- 
tions and State Commissions. “The Bible on Depreciation.” Emphasizing Straight Line 
Depreciation. 200 pages. 

UNIFORM CLASSIFICATION OF ACCOUNTS FOR WATER UTILITIES $1.00* 


*We allow the following discounts: 
5%—25 copies of any one System of Accounts 
10%—50 copies of any one System of Accounts 


(Where remittance accompanies order we pay forwarding charges) 


THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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FOLD-A-WAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 








Economy of floor 
space appeals 
to housewives 


everywhere 


é Model 63S . Balanced, easy lifting. 
# Shoe pulls up with 

one finger. Self-lock- 

ing, rigid, folding leg 


Takes No More Floor Space - a and table. 
Than Kitchen Chair a 


It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers aftord a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 
sales close to those on washers for many aggressive dealers. Send 
for all the facts today. 


Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


sath Ave. and Cermak Road, Chicago, Ill. 
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THEIR PURPOSE- 


To reduce your cost 
of Distribution 


ERE is a group of products, differing in 
lel application, but designed with a com- 
mon objective in mind—the lowering of elec- 
trical-distribution costs. 


J-M Electrical Products are offered in the 
belief that the best means to lasting distribu- 
tion economies lie in the installation of mate- 
rials that are in themselves permanent. Min- 
eralin composition, allJ-M Electrical Products 
are inherently durable . . . highly fire-resistant. 
Consider the following: 


TRANSITE CONDUIT, permanent, in- 
combustible and so strong it ends need 
for concrete envelopes, cuts installa- 
tion costs and saves on maintenance. 
TRANSITE KORDUCT is the thin- 
walled, economical yet equally perma- 
nent conduit for enclosure in concrete. 
J-M CABLE FIREPROOFING provid- 
ing maximum cable protection at 
minimum cost. Permanently effec- 
tive, easily and economically applied. 
ASBESTOS EBONY, the perfectly 
balanced material for switch- 
boards, switch bases, etc. 


uy 


TRANSITE ASBESTOS SHEETS, for 
years the leading fireproof material 
for switch barriers, fuse boxes, cell 
structures and similar applications, 


All of these products guarantee per- 
manent savings . . . savings that come 
with cheaper installation, reduced 
operating expense, virtual freedom 
from maintenance. Each installation 
aids in effecting notable reductions 
in your distribution investment. For 
complete details, write Johns- 
Manville, 22 East 40th Street, 
New York City. 


ohns-Manville 


ELECTRICAL PRODUCTS 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














‘iii Ford, Bacon & Davis, nc. 


CONSTRUCTION . 
OPERATING COSTS Enginee rs 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA NEW YORE DALLAS 











SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS 

Pe eee PUBLIC UTILITIES—INDUSTRIALS 

Pit pate and reports, RAILROAD ELECTRIFICATION 

design and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


NEW YORK 





4706 BROADWAY KANSAS CITY, MO. BOSTON 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK Engineers 


PUBLIC UTILITY Ann Arbor, Michigan 
VALUATIONS AND REPORTS beinitnte~enn tenia 
814 Electric Building Indianapolis, Ind. Engineering Reports to Banks and Bond Houses 








EDWARD J. CHENEY SPOONER & MERRILL, INC. 


ENGINEER Consulting Engineers 


Public Utility Problems —- rvision of Construction 
—Reports — Examinations —Valuations 


61 BROADWAY NEW YORK 20 North Wacker Drive Chieago, Ill. 
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LOOKS BETTER’-LASTS LONGER 


Moderniges any office 








a D 
THENEW AZRLIVE L/PSKS 








Its Beauty is a Plus Value 


@ Art Metal presents a truly mod- 
ern desk, priced for general office 
use and built to quality standards. 
Like every other desk built in the 
Art Metal tradition of craftsman- 
ship, the new Airline Desk is an 7 et gy I A oe Bigg 
s esk for general office use. 
efficient and durable work center. 


Its modern beauty is a plus value. 








Your Art Metal branch or dealer 
will be glad to show you how the 
Airline desk can save time and 
money in your office. Flush sides 
save space when desks are adjacent 
to one another, centered “island” 
bases facilitate cleaning, drawers 
glide easily and silently, sturdy all- A variety of Airline models 
steel construction assures longer ee ree 

life. Airline Desks are available in 








all models, for clerical, typing, sec- 
retarial and general office use. For 
catalog, write to Art Metal Con- 
struction Company, Jamestown, 


New York. 








Airline color planned to har- 
monize with every office in- 
terior. 
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It’s the Comet’s Tail 


That Attracts the 


Attention 


Did you ever see a comet? Are 
you sure? Was it the comet you 
noticed . . . or its tail? 

As a matter of fact, comets 
themselves are often not very 
spectacular. One of them could 
streak across the sky and you’d 
never hear about it. 

But you put a tail on the comet 

. and the headlines roar, necks 
are craned, merchandise is named 
for it, fads start from it, and 
people stay up nights to see it. 

Remember, it isn’t the comet 
that does that . . . it’s the tail. 

What is a comet’s tail? A comet’s 
tail is a collection of matter scat- 
tered over a vast area around and 
behind the comet. It comes from 
the comet, but it is really caused 
by outside forces acting upon the 
comet... pressure ... solar repul- 
sion and things like that, which 
only an astronomer knows or cares 
about. 

Advertising is like that. 

An advertisement can be like a 
dim, unobstrusive comet . . . or a 


comet with a flaring tail. It all 
depends on how many outside forces 
you can stir up that will act upon 
that ad ... how many things you 
can set in motion which will strike 
fire from it. 

It is hardly fair to any adver- 
tisement to drop it into such a 
tumultuous world as we have to- 
day and expect it to work. That 
is, to work the way it should. The 
world isn’t waiting for it. 

But the world . . . or a portion 
of it . . . can be made to think it 
is waiting for it. 

How much do you build up your 
advertising? How much tail do 
you hang on it? 

Any good advertising man could 
take one ad and devote a month 
to merchandising it in all the ways 
it lends itself to merchandising. 

Many people are so busy getting 
out the next ad that they haven’t 
time to do a good job in “putting 
over” the ads they just got out. 


(Condensed from the Ketchum, MacLeod & 
Grove monthly folder, “Dividends.” Copies 
of this and other “Dividends” will be sent 


on request.) 


KETCHUM, MACLEOD 
& GROVE, INC. 

Koppers Building... . Pittsburgh 
ADVERTISING 
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ABs eo 
MODERN 
EQUIPMENT 


for 
|ODERNIZATION 
PROGRAMS J 


| 


Never before has The Babcock & Wilcox Company had such a wide 
range of equipment suitable for modernizing older power stations that 
are now obsolescent because of the great strides made during the past 
ten years in the economical generation of power. 

Since 1929, the Company has developed, or announced as available: ~ 
new types of boilers, a new water-cooled furnace construction, a pul 
verizer of 50-tons capacity, new types of fuel-burning equipment, and 
many improvements made in its other products. 

The Babcock & Wilcox Company i is fully prepared to help producers 
of power to carry out modernization programs involving changes, such 
as the installation of modern slag-tap furnaces with water-cooled floors, 
high-pressure boilers super-imposed on existing low-pressure systems, 
or high-pressure high-temperature units. 

Babcock & Wilcox Engineers will be glad to discuss with executives 
and engineers the economic application of these new and improved 
products. 


f] 


as eas 
> 


The Babcock & Wilcox Company «i « .85-Lliberty Street . ... N. Yar 


BABCOCK & WILCE 
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